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Redundant Accountancy Institutes 


One of the most serious hindrances to the organisation on sound 
and progressive lines of the accountancy profession in Australia 
is the ease with which new institutes may be formed, without 
proper enquiry into the qualifications of their promoters and the 
standards by which applications for membership are judged. 

There are in existence several institutes of good standing, which 
for at least two generations have pioneered the work of commer- 
cial education and by a long and arduous process have placed the 
accountancy and secretarial professions in Australia on a high 
plane. In this valuable service to the profession and to the com- 
munity, the institutes have been fortunate in being able to com- 
mand the services of leaders in the profession, who have given 
unsparingly of their time and talents to the task of establishing high 
standards of qualification and character amongst the members of 
the several institutes. 

Not the least important aspect of this development has been 
the insistence upon evidence of qualification for membership, exer- 
cised through a close scrutiny of the character and reputation of 
all applicants for membership and the maintenance of high examina- 
tion standards: admittance to the reputable institutes has been, 
except in very special circumstances, obtainable only on passing 
these examinations. 

The examination requirements have had a two-fold purpose. 
They have been intended to ensure that the fact of membership of 
an institute will be in itself a guarantee that the member has 
undergone a thorough course of training in accountancy and/or 
secretarial practice and has given satisfactory evidence of his 
qualifications in that regard, and in this way to provide protection 
to the community in preventing the entry of unqualified persons 
into the field of accountancy and secretarial work. They have also 
provided a means by which knowledge might be disseminated 
amongst members and by which technical standards might be 
progressively raised. 

The existence of institutes is essential for the proper organisa- 
tion of the profession for these and other reasons. There must 
exist some means by which the professional conduct of accountants 
and secretaries may be controlled after they have passed their 
examinations. The setting-up of codes of professional ethics and 
etiquette and the steps taken to enforce those codes have therefore 
played an important part in the work of the institutes. 

It may be arguable whether the necessary functions of control 
of entrance qualifications and professional conduct could be best 
exercised by one institute for the whole profession. From the 
standpoint of effective control that would doubtless be the ideal, 
but it would be possible, on the other hand, to state a good case 
for the existence of more than one institute on the ground of the 
specialised interests of different sections of the profession, or on 
the ground that it is desirable to ensure that there shall be an open 
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door through which all persons of good character and possessing the 
requisite ability may enter the profession. 

Obviously, however, there are definite limits to the number of 
institutes which may exist: the maintenance of proper standards 
is rendered more difficult if there are several institutes, with 
possibly varying standards. 

In recent years there has been a decided and growing tendency 
for the reputable institutes to co-operate in a greater degree than 
ever before in the common task of organising the profession. The 
existence of such bodies as the Accountancy and Secretarial 
Advisory Council in New South Wales and the Joint Council of 
Accountancy Bodies in Victoria is an exemplification of this 
co-operative spirit, and a recognition of the need for closer con- 
tact. In other countries, the movement towards unified action has 
proceeded still further. In Great Britain there has been an amal- 
gamation of two large institutes, and in U.S.A. discussions are 
now proceeding between The American Institute of Accountants 
and The American Society of Certified Public Accountants with a 
view to amalgamation. We shall refer in more detail to those 
discussions in a later issue: for the present we mention them to 
show the trend of thought amongst leading institutes overseas. 
Whether the Australian movement towards unity will result, in due 
course, in proposals for amalgamation of institutes, may safely be 
left to the process of evolution. The relations between the irsti- 
tutes which are responsible for the issue of this Journal have under- 
gone a rapid change for the better in recent years, and we look 
forward hopefully, and we believe, with justification, to a further 
improvement in the immediate future. 

Unfortunately there is grave risk that the value of the work that 
has been done will be diminished in great measure by the crop of 
new institutes which have arisen, a development which has pro- 
ceeded so far in Great Britain that it is possible for A. M. Carr- 
Saunders and P. A. Wilson to say, in their valuable work, The 
Professions, that “it is the multiplicity of competing associations of 
independent practitioners which is the distinctive feature of the 
accountancy profession.” The use of the word “competing” in this 
connection is significant. Competition may be constructive or 
destructive, necessary or unnecessary. It is constructive when it 
leads to improvement in organisation of a business, industry or 
profession: it is necessary when it is essential for the public wel- 
fare that the evils of monopoly power shall be avoided. As applied 
to the accountancy and secretarial professions, the competition of 
institutes is neither constructive nor necessary: it does not con- 
tribute towards the effective organisation of the professions, but 
rather tends to create uncertainty in the public mind as to the 
qualifications of members of the competing institutes: it is not 
necessary, because the professions are well catered for by a few 
institutes of good standing, to which admission is easily obtained 
by any person who can show that he posseses adequate technical 
knowledge and is of reputable character. 
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The right of members of such bodies to use initials indicating 
their membership is rightly prized, as a means of informing the 
public that their qualifications have been examined and approved by 
responsible persons. It is a right to which the member is justly 
entitled as a reward for the time that he has devoted and the 
efforts he has made in fitting himself, by a long and difficult 
course of study, for entrance into the profession, and it is con- 
sistent with the public interest, in that it provides a means by which 
the community may be assured of the user’s status. 

It is a deplorable fact that the promoters of several of the new 
“mushroom” institutes have evidently selected the titles of their 
institutes and the distinguishing initials of the members thereof in 
such a way that they are likely to be confused with those used for 
many years by members of institutes of good standing. Since 
admittance to membership of these new institutes is often obtain- 
able without examination, or on the passing of examinations of a 
low standard, the public is in fact deceived and induced to believe 
that the initials used are identical or synonymous with those 
initials, the right to use which has been fairly earned. Thus not 
only is a disservice done to the public interest, but just cause for 
grievance is given to the members of those institutes which have 
borne the burden of the vast amount of work which has been 
necessary to place the accountancy and secretarial professions in the 
honourable position which they now occupy. 

In the registration of some of these redundant institutes advan- 
tage has been taken of company law provisions which enable com- 
panies formed for scientific purposes to register as limited liability 
companies without the necessity for including the word “limited” 
in their names. In those States where company legislation is now 
being reviewed, it is sought to stop the possibility of such misuse of 
provisions which are intended to advance the interests of purely 
scientific and educational bodies. The representations made to the 
Minister of Justice in New South Wales by the Accountancy and 
Secretarial Advisory Council (which are published in this issue) 
have this as their object. 

A similar objective was sought by the Joint Committee on 
Company Law in Victoria, consisting of representatives of the 
Australasian Institute of Secretaries, the Commonwealth Institute 
of Accountants, the Federal Institute of Accountants, the Institute 
of Chartered Accountants in Australia, and the Stock Exchange 
of Melbourne. 

In a report to the Attorney-General on the proposed new Com- 
panies Bill, the Commmitee has recommended the inclusion of a 
provision that licence to dispense with the word “limited” as part 
of the name of an educational or scientific body shall be granted 
only after advertisement of the application for such licence in the 
Government Gazette, and that the Attorney-General may then 
consider any representations which may be made by similar bodies 
as to why such licence should not be granted. 
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Every member of the Federal and Commonwealth Institutes 
will appreciate the efforts that are being made to safeguard stan- 
dards which have been carefully established and rights which have 
been laboriously won, and will emphatically support the claim made 
by the Joint Committee in Victoria that action is necessary “to 
prevent the multiplication of professional institutions where it can 
be shown that existing bodies adequately cater for a particular 
sphere of activities, and to protect the community against a multi- 
plicity of professional associations of doubtful standing.” 





Loose-Leaf Books as Evidence 


Considerable interest was aroused in accountancy circles in Great 
Britain by the decision, in October last, in an action brought by the 
liquidator of the Hearts of Oak Assurance Co. Ltd. against a firm 
of stockbrokers. On behalf of the liquidator, a minute book was 
tendered as evidence of certain resolutions passed by the directors 
of the company. 

In giving his decision, Mr. Justice Bennett said that the thing 
which was called a minute book “consisted of a number of loose 
leaves fastened together between two covers in such a physical con- 
dition that at any moment anybody who pleased to do so could take 
out any number of leaves and substitute any number of other leaves. 
This was a thing which people, if they were minded to be dishonest, 
could readily and easily tamper with without anybody being able 
to see that it had been tampered with. What he had to decide was 
whether this thing was a book within the meaning of Section 120 
of the Companies Act, 1925. So far as he knew there was no 
authority on the question, but he would hold that it was not a book, 
as he thought it most undesirable that anything that could be added 
to or taken away from at any moment without anyone being the 
wiser should be put in as evidence under the section. On that 
ground he found that what was tendered was not a book within 
Section 120 and he rejected the evidence.” 

The decision naturally gave rise to doubts as to the position of 
auditors in relation to loose-leaf records, and the Council of the 
Institute of Chartered Accountants in England and Wales obtained 
a Joint Opinion from Mr. Walter Monckton, x.c., Mr. W. Gordon 
Brown and Mr. A. Andrewes Uthwatt. 

The Opinion resolves the doubts so far as auditors, at least, are 
concerned, and as it will doubtless interest many of our readers 
who are concerned with auditing or secretarial work we reprint it 
below. Weare indebted to The Accountant of February 15, 1936, 
for a report of the Opinion. The facts of the case were reported 
in The Accountant of October 19, 1935, and the proceedings in 
the case of E. P. Cammell (1894), which is cited by counsel, are 
reprinted in the February 15, 1936, issue of that journal. 
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Opinion 

1. The decision of Mr. Justice Bennett in Hearts of Oak Assu- 
rance Co. Ltd. v. Flower (1936, 1 Ch. 76) deals only with the 
particular form of loose-leaf book brought to his attention and 
decides only that such a book does not fall within the class of 
books referred to in Section 120 of the Companies Act 1929. It 
it to be observed that the section requires minutes to be entered 
in “books kept for that purpose” and provides that a minute so 
entered when signed in a particular way is evidence of the pro- 
ceedings thereby recorded. The whole purport of the section is 
material, and was treated by the judge as material, in ascertaining 
the meaning proper to be attributed by him to the word “books” 
in the case with which the judge had to deal. It is clear that the 
decision does not cover the meaning to be attributed to the word in 
other sections of the Act. Moreover, we do not think it entirely 
rules out for the purposes of the section all forms of what are 
commonly known as “loose-leaf” books. Those books assume many 
forms and the manner of cohesion between the pages may in every 
case be relevant. Further, the case of E. P. Cammell (1894, 
2 Ch. 392) in which Lindley, Lopes and Kay, L.JJ., intimated that 
in their opinion sheets of paper fastened together by a pin might 
constitute the share register required by Section 95 of the Act 
(then Section 25 of the Companies Act 1862) to be kept “in one 
or more books,” was not cited to Mr. Justice Bennett, who inquired 
whether there was any authority upon the point, and whose deci- 
sion expressly proceeded upon the assumption that there was no 
such authority. 


2. We do not think that, accepting Mr. Justice Bennett’s deci- 
sion as accurate, it in any way affects the position of the auditors 
of a company. For the purposes of their duties auditors are not 
bound to require matters to be proved to them in the form neces- 
sary in a Court of Law. If, for instance, they require to be satisfied 
that a particular transaction was dealt with in a particular way at 
a board meeting they would be entitled to rely on entries in a 
loose-leaf minute book of the kind dealt with by Mr. Justice 
Bennett, if they were satisfied—a requirement necessary in every 
case—that the “loose-leaf book” in question was treated by the 
company as its minute book and they had no reason to doubt its 
accuracy. 

Again, in our opinion, the phrase “books” as used in Section 134 
(2) of the Companies Act 1929, includes any loose-leaf book and 
auditors cannot therefore be denied access to “loose-leaf books.” 

3. In our opinion, Mr. Justice Bennett’s decision does not 
require that the form of the auditors’ statement with respect to a 
balance sheet made under Section 134 of the Companies Act 1929, 
should be in any way amended. Their opinion according to the 
section is directed to the accuracy of the balance sheet according to 
the best of their information and the explanations given to them 
and as shown by the books of the company. Even if a particular 
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“loose-leaf book” is ruled out from the category of books as the 
word is used in this section, the contents of a “loose-leaf book” 
are at least matters of which they are informed. 

4. We do not think we can usefully add to the above. 


Interstate Differences in Law and Practice 


It is our desire to make The Australian Accountant as interest- 
ing and informative as possible to readers in all States of the Com- 
monwealth, and not merely to réaders in one or two of the States 
of large population. Difficulties naturally arise in this connection, 
as some of the articles contributed and of the lectures published are 
based upon the law and practice in one State only and are prim- 
arily intended to inform readers in that State. It is not, we think, 
desirable that we should refrain from publishing such articles since 
they are in fact useful to a large number of our readers, and we 
hope that readers in States to which any specific article does not 
apply will appreciate that fact, and will feel compensated in the 
knowledge that other articles will be published in due course which 
will more directly interest them. 

Another—and more serious—difficulty is that articles which are 
intended to be of interest to all readers may be unconsciously 
founded on the law and practice prevailing in the State in which 
the contributor resides, and may be inapplicable or misleading when 
applied to conditions in the other States. To overcome this 
difficulty, several suggestions made by readers in various States 
are now being considered, but it is realised that it will be a matter 
of extreme difficulty to make all articles applicable to all States. 

As a partial solution, we-are glad to adopt a suggestion which 
has been made to us by Mr. S. W. Griffith, F.1.c.a., State President 
of the New South Wales Division of the Commonwealth Institute 
of Accountants. Mr. Griffith’s suggestion is that a section of the 
Journal each month should be thrown open to readers, in which 
they may draw attention to divergences in the law and practice 
in their own States from those described in articles which have 
appeared in the Journal. We accordingly invite readers to co- 
operate in this way, and we express our gratitude to those who 
have already done so, notably in the Taxation Section of the April 
issue, and in the Bankruptcy and Students’ Sections of the current 
issue. It is intended that a special section devoted to these inter- 
state differences shall appear in all future issues, and that notes of 
differences advised by readers and enquiries received as to the 
applicability in a given State of principles of law and practice 
described in articles will be dealt with in that section. 





Honest Breaches of Trust 


In a note in our April issue, referring to the retirement of Mr. 
Frank Blamey, F.F.1.A., from the General Council of the Federal 
Institute of Accountants, we mentioned the services given by Mr. 
Blamey in lectures to various organisations. As illustrating the 
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quality of these lectures, and the interest they have aroused, we 
quote hereunder an extract from a letter which, we have since been 
informed, has been received by Mr. Blamey from Mr. Gilbert T. 
Stephenson, Chairman of the Committee on Trust Education of 
The American Bankers’ Association, New York. 

“You will be interested to know that I am the instructor 
in Trust Business of the Graduate School of Banking and that 
this year one of my lectures is to be on ‘Honest Breaches of 
Trust,’ both the title and some of the material of which I got 
from one of your lectures. Interesting, isn’t it, to go half- 
way round the world to get information for a lecture in trust 
business, but that is the way things go.” 

The lecture referred to was delivered by Mr. Blamey, as Chair- 
man of the South Australian Division of the Federal Institute and 
Manager of Bagot’s Executor and Trustee Company Limited, 
Adelaide, under the auspices of Blennerhasset’s Commercial Edu- 
cational Society of Australasia. The title of the lecture was 
“Executors, Trustees and Wills.” 


Accountants in the Public Service 


Mr. Edgar Sabine, representing the Federal Institute of Account- 
ants, and Colonel M. F. Beevor, representing the Commonwealth 
Institute of Accountants, recently interviewed the South Australian 
Public Service Commissioner. 

The Commissioner was informed that the object of the visit was 
to ascertain from him whether he was sympathetic towards the 
Institutes and would, so far as possible in the appointments under 
his control, select those persons who held some recognised qualifica- 
tion, not necessarily of either of the Institutes represented, but at 
least some Institute or Association of standing. 

The Commissioner, in reply, said that he was whole-heartedly 
in sympathy with the request, and in fact, made no appointments to 
positions requiring special qualifications unless applicants held 
some visible token of ability to perform the duties of the office. 

The Commissioner was thanked for the attitude he had adopted. 

The Registrar of the Federal Institute of Accountants has also 
enquired from the State Auditor-General for South Australia 
whether qualified accountants receive preference in the Public 
Service. 

In reply the Auditor-General says that he has always agreed 
with this principle and that it has been carried out in the Audit 
Office for years. 





Readers’ Questions and Replies 


Adjourned Meetings 
An enquiry on this subject from Mr. J. Burgess, of Melbourne, 
was received too late for answer in this issue; it will be dealt with. 
in a later issue. 
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Fixed Investment Trusts 


In the April issue of the journal, a reader was referred to The 
Economist Supplement of April 6, 1935, for information concerning 
Fixed Investment Trusts. Since then, The Economist of March 7, 
1936, has come to hand, and this issue includes as a supplement a 
Survey of Fixed and Flexible Trusts, which, in addition to several 
excellent articles on the history of the trusts and their management 
and control, contains a vast amount of statistical data concerning 
their operations. 

The Accountant of January 1, 1936, contained a leading article 
dealing with the Control of Fixed Trusts, in which the contents 
of the interim report of the London Stock Exchange Sub-Commit- 
tee on Fixed Trusts were discussed. 





Company Legislation in Western Australia 


By R. CALDER CROWTHER, F.r.1.a. 


For some years past Accountants and others affected by Com- 
pany Legislation have realised the necessity for the drafting of a 
new Companies Act, or at least the amendment of or additions to 
the existing Act, which has stood with only minor and unimpor- 
tant amendments since 1893. The fact that the Act is out of print, 
and has been so for a number of years, further adds to the diffi- 
culty of those whose concern it is. 

Until comparatively recently, however, no concerted move had 
taken place to improve the admittedly unsatisfactory position. It 
was left to the Chambers of Commerce in this State to initiate a 
movement having as its object the unification of Company Legis- 
lation throughout the States by the States, in view of the fact that 
the Federal Constitution precluded the passing of a Federal Com- 
panies Act. In 1934 the Perth Chamber of Commerce initiated 
a movement which resulted in the passage, in that year, at the 
meeting of the Associated Chambers of Commerce in Melbourne, 
of a resolution affirming the desirability of uniform legislation in 
Company matters, congratulating South Australia on the passage 
of its new Act, expressing the hope that Western Australia would 
follow suit, and that New South Wales and Victoria would bring 
their legislation into line with the new South Australian legis- 
lation. Originally it appears that the framers of the suggestion 
had in mind that a uniform Bill should be drafted by Federal 
authority, and subsequently enacted by the several States. Such 
a Bill has, in fact, been drafted, but in the subsequent negotiations 
in this State the South Australian Act has been taken as a basis. 
The difference is not material, and the two are very similar. 

Definite steps towards the framing of a new Bill in this State 
which would be acceptable to all bodies affected by it were taken 
in February of last year, when a meeting was convened by the 
Perth Chamber of Commerce, and was attended by representatives 
of the following bodies:—The Perth and Fremantle Chambers of 
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Commerce, The Chamber of Manufactures, The Law Society, The 
Junior Chamber of Commerce, The Australasian Institute of Sec- 
retaries, The Chartered, Commonwealth, and Federal Institutes of 
Accountants, and The Perth Stock Exchange. 

It was revealed that Cabinet had already under consideration 
the drafting of a new Bill, and steps were taken by the initial meet- 
ing to approach the Minister concerned with a view to having 
action postponed until interested bodies could submit a draft Bill. 
At the same time it was agreed in principle that the existing Act 
required amendment, and that the South Australian Act should be 
taken as a basis for discussion. Sub-committees were appointed 
to review various Sections of the South Australian Act and to sub- 
mit recommendations. 

In the meantime the Minister was approached, and agreed to 
await further reports before proceeding. 

Though the various bodies represented at the meeting had been 
in agreement in principle, when it came to an examination of the 
South Australian Act in detail divergence of opinion at once arose. 

In April, the Law Society expressed the opinion that the sug- 
gested method of examination of the South Australian Act by 
various sub-committees was not a sound method of arriving at a 
new draft Bill for this State. They were further of the opinion 
that the task of framing a new Bill was one of too great magnitude, 
and suggested that the matter should be left in the hands of the 
Crown Law Department. They also suggested that the Govern- 
ment be asked to agree to the reference of the Bill, after presenta- 
tion to the House, to a Select Committee, to give interested parties 
and Associations an opportunity to submit amendments. In view 
of these opinions, the Council of the Law Society advised that it 
was unable to give further consideration to the preparation of a 
draft Bill at that stage. Objections were also raised by the Char- 
tered Institute, who, while favouring amendments to cover Share 
Hawking Prospectuses, Audit, Liquidation, Foreign Companies, 
and some minor matters, considered drastic amendment of the Act 
would considerably upset business and was unwarranted. They 
contended that, because the Act had remained virtually 
unamended for 40 years, it indicated that, generally speaking, it 
was a reasonably good one. The Institute did not favour follow- 
ing the lead set by the Eastern States. 

The Australasian Institute of Secretaries stated that they were 
not prepared to proceed until they were in possession of informa- 
tion regarding the working of the new South Australian Act. 
From the discussions which ensued at the meeting at which these 
reports were submitted it was obvious that most bodies were 
apprehensive regarding the effect of the projected new legislation, 
and were, mentally at least, associating the proposals with their 
experience of the working of the Federal Bankruptcy Act. It 
was, however, eventually decided to proceed with the original 
plan, viz., that the Sub-Committees should continue their examina- 
tion of the South Australian Act. 
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At the next meeting of the Conference, however, in June, a 
number of bodies advised that they were not prepared to car'ry on 
this work, mainly on the ground that they considered that much 
more simple legislation would achieve the desired object. After 
considerable discussion the following resolution was finally quod 
to 

“That the majority of the Conference of Associations is pf the 
opinion that the introduction of a new Companies Act is unde- 
sirable, and considers that the position could be met by making 
amendments to the existing State Companies Act, more particu- 
larly under the headings of Issuing of Prospectuses, Share Hawk- 
ing, Liquidation, Audit of Companies, Foreign Companies and 
Proprietary Companies. 

“A report on the suggested amendments to the Act will te sub- 
mitted at a later date. 

“The Conference has carefully considered the South Australian 
Act, and for the information of the Minister encloses a comnjentary 
thereon.” } 

By a further resolution it was agreed to ask the Chartered 
Institute and the Australasian Institute of Secretaries to draw up 
the necessary amendments. The original deputation which waited 
on the Minister was also instructed to again wait on him and 
present the Conference’s report. 

In September, the Chartered Institute submitted its report. 

It consisted of recommendations made by a Committee of the 
Chartered Institute in New South Wales, and covered all the 
amendments suggested in the original resolution. This report has 
already been published, having appeared in The Chartered slccoun- 
tant in Australia in October, 1934. 

The Conference in October met and approved the Chartered 
Institute’s report, which was immediately forwarded to the Minis- 
ter, under cover of the following letter :-— 


“Perth Chamber of Commerce (Inc.), 

“Atlas Building, 
“Esplanade, Perth. 
“8th October, 1935. 
“Hon. J. C. Willcock, M.L.A., 
“Minister for Justice, 
“Supreme Court, Perth. 
“Dear Sir,— 


“WESTERN AUSTRALIAN COMPANIES ACT 
“(56 Vict. No. 8 and amendments) 

“We desire to submit our report on the suggested amejadments 
to the Western Australian Companies Act, which will be officially 
placed before you by a delegation on Friday next, the 11th instant. 

“An indication has already been given of directions in which it 
is considered amendments should be made, and as a Committee of 
the New South Wales Council of the Institute of Chartered 
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Accountants in Australia last year considered the same question 
in relation to the Companies Act of that State, and as the conclu- 
sions arrived at by that Committee are very similar to those already 
indicated by us, we append hereto a copy of the report (excluding 
only that portion of the preamble which is irrelevant to local condi- 
tions), which was published in The Chartered Accountant in Aus- 
tralia of October, 1934. 

“The necessity for private Companies is a matter upon which 
we are not in agreement with the New South Wales Committee, 
and, in our opinion, the Western Australian Act requires to be sim- 
plified in respect to Foreign Companies, otherwise we agree with 
the suggested basis for the amendments, namely, the English Com- 
panies Act of 1929. 

“A statement is attached setting out the Sections of the local Act 
affected by the proposed amendments, which must be taken as a 
general indication of desired alterations, as regard has not been paid 
to consequential alterations necessary to other Sections nor to the 
elimination of all phrases which may have only a local application. 


“Yours faithfully, 
“E. S. SAW, Secretary.” 


Later in the same month the Minister replied as follows :— 


“Attorney-General’s Office, 
“Perth, 
“19th October, 1935. 
“Secretary, Perth Chamber of Commerce, 
“Atlas Building, Perth. 
“Dear Sir,— 
“Re COMPANIES ACT, 1893. 

“In reply to your letter dated the 8th October instant, and with 
regard to the deputations which have waited on me during the 
past few months with requests for legislation to amend the Com- 
panies Act, 1893, I have now to state that I have been in consulta- 
tion with the Solicitor-General on the matter, and he has furnished 
me with a report dealing with the suggested amendments and with 
the position in relation to the Company laws in this State generally. 

“According to that report, whilst the Solicitor-General agrees 
that the suggested amendments—in some cases with modification— 
are desirable, he states that the position of the law in this State 
generally relating to Companies is most unsatisfactory, and that 
there is urgent need for a complete consolidation. In the mean- 
time he considers that the present law contains a fair measure of 
protection with respect to those matters to which the proposed 
amendments are directed, and that in those circumstances there is 
no urgent necessity for the introduction of an amending Bill this 
session if the matter of preparing a consolidating Bill is undertaken 
in the near future. 

“When originally discussing the matter with your body I 
stressed the necessity of early finality regarding the scope of the 
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amendments suggested. I have also been requested to have the 
Companies Act amended in a manner which is not altogether con- 
sistent with some of the amendments suggested by your body, 
“This fact, together with the views expressed by the Soligitor- 
General in his said report, indicates that the matter of the amend- 
ment of the Companies Act is one which calls for careful and plose 
consideration without undue haste, so that in these circumstz.nces 
it seems hardly possible to attempt to introduce and proceed with a 
Bill this session. 
“Yours faithfully, 
“J. C. WILLCOCK, 
“Minister for Justic:. 


It should be borne in mind that the end of the session wag also 
the end of the life of Parliament, and there was already a lheavy 
legislative programme before the House. In the circumstanc}:s no 
other step but postponement was possible or desirable. It is jinde- 
niable that the subject is one of too great importance to be atthcked 
hastily. In February the Government was returned to pow¢r, so 
that the bodies interested have the same Ministers to deal with, and 
it is hoped that the drafting of the necessary amendments cr the 
introduction of a new Bill will be early proceeded with. 


” 





An Introduction to Banking and the 
London Money Market 


[A lecture delivered before the Commonwealth Accountants’ Studpnts’ 
Society, Sydney.] 


By H. G. MAGAARD 


Associate of the Bankers’ Institute of Australasia 
“Money, the life blood of the nation, 
Corrupts and stagnates in its veins, 
Unless a proper circulation, 
Its motion and its heat maintains.” 
—Dean Swift. 
Students of banking to-day are either so immersed in the intri- 
cacies of international exchange, or bored with the routine of 
system, that they may be pardoned for thinking that banking is a 
dry-as-dust subject, but were they to take a peep into the history 
of banking (as, indeed, every real student of banking shoul] do), 
they would realise that this age-old profession, which canje into 
being with the commencement of trading, gleams with rqmance 
and interest. Coinage has, of course, been known from the ¢arliest 
times, as far back as history can go. The Romans and Pheeni- 
cians had their banks and their money changers. The pla¢ing of 
treasures in safe deposits was evidenced 2,000 years B.C.Jin the 
statutes of Hammurabi, who said, “If a man gives to anotler, sil- 
ver, gold or anything else to safeguard, whatsoever he gives he 
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shall show to witnesses, and he shall arrange the contract before 
he makes the deposit.” 

It is to the temples of Greece that one may look for the first 
real safe-deposit vaults, as well as for the beginnings of the func- 
tions of our banks of domestic and foreign commerce. Indeed, it 
is from the temples of Greece, with their stately columns, that 
architects to-day have received their inspiration for designing our 
modern banking chambers. On behalf of nervous, or perhaps 
absent, owners, the priests of the temple received money, jewels 
and documents for safeguarding. Later on, charges were made 
for keeping these valuables in safe custody, and eventually the 
priests introduced money-lending at interest as one of their side 
lines. As the temples grew wealthy with the precious metals and 
stones stored within, so ambitious tyrants and ruthless conquerors 
discovered a means of financing their campaigns, and it is recorded 
that Persian and other invaders sacked the larger temples, carry- 
ing off treasures worth millions of pounds. 

During the Roman republic thrift was preached and practised 
even as to-day. Money could be deposited on demand without 
interest with the bankers, or with the priests at interest, or it 
could be placed in safe-deposit in the spacious vaults provided by 
the well-ordered system of government. 

Later on we find that Venice, growing powerful as the result of 
conquest and maritime supremacy, had many banks established. 
A 4 per cent. forced loan, raised in 1171 to carry on war against 
the Byzantine Emperor, is supposed to provide the first example 
of the issue of Government bonds. Originally the Venetian law 
provided that the cash or bullion on hand should equal the de- 
posits, but as the banks were compelled to lend money to the 
Government, they had on more than one occasion to suspend pay- 
ment. Apart from that, however, the banks prospered, for Venice 
was the centre of Mediterranean trade, and did vast business in 
transporting and provisioning the Crusaders. 

Banking, with learning, lay dormant through the dark ages that 
followed the fall of the Roman Empire, but with the Renaissance, 
banking and international exchange were re-established, and 
bankers grew powerful and prosperous. There was the Bank of 
St. George, founded in Genoa, which became so firmly established 
and was so sagaciously managed that it functioned continuously for 
over 600 years, financing wars and enthroning emperors. In fact, 
the republic became so deeply indebted to the bank through re- 
peated warfare and revolution that in one case the whole of the 
loot of conquest had to be ceded to the bank. Machiavelli noticed 
this tendency of the Bank of St. George to arrogate State powers 
to itself, and remarked that should Genoa fall entirely into the 
possession of the bank it would then become a republic of greater 
importance even than that of Venice, thus indicating that the 
financial leaders were more astute and capable than the political 
rulers of the day. 

In the 13th century Florence also became famous as a centre of 























1936 THE AUSTRALIAN ACCOUNTANT 263 


trade and banking. The Florentine bankers had a well-organ’sed 
guild, and in 1252 issued the first gold florin. Florence, with the 
aid of Lorenzo the Magnificent, a member of the famous family of 
the Medici, became the centre of culture, artistry, intellect and 
finance. In Florence the signatures of bankers and money-changers 
appear, together with the consuls, as signatories to the treaty with 
Sienna. 

The three golden balls, familiar to-day as the trade-mark of the 
pawnbroker, are a survival of the arms of the famous Bank of the 
Medici, which were adapted from the arms of the Floreritine 
bankers’ guild shield. The guild of bankers, as befits such an 
ancient and honourable society, laid down certain formalities and 
rules, with which every aspirant to membership had to comply. 
The young banker of to-day will be interested to know that if a 
boy in those days wished to enter the guild he first signed the 
matriculation roll, and was examined by the consuls. In addition 
to the general intellectual standard of the candidate, five other 
qualifications were regarded as being essential. The candidate was 
required to be a native of the city, never to have been arrested, to 
have two sponsors (or guarantors), to be the owner of property 
or heir to property, and also to have paid the State tax. The 
successful aspirant paid an entrance fee which, though it varied 
from time to time, was always high. He then served an appren- 
ticeship for a period of about five or seven years, at a low wage. 
If his apprenticeship proved him worthy, he was admitted to 
clerkship, where he gained experience for a further three years 
before he graduated as a fully-trained banker, and was entitled to 
set up in business for himself. 

Members of the guild acquired favoured locations in the market 
places, although the banker’s outfit was really little else than a 
chair and a table with a green tablecloth as the official insignia of 
his trade. He required no strongroom, for the bulk of coit was 
kept in a leather pouch at his waist. Incidentally, it is about this 
time that double-entry bookkeeping came into general being: Up 
till then a single-entry method had been used, and from i: was 
evolved the fundamentals of double entry as used to-day. We still 
use many of the Florentine terms, though somewhat modified, such 
as cassa, cash; banco, bank; debtor and creditor. 

Coming to more recent times, we find at the end of the 16th 
century that Amsterdam, for long a city of importance, sucidenly 
sprang into fame as a centre of international trade, with iniports 
and exports reaching figures undreamed of, which consequently 
led to the establishment of the Bank of Amsterdam, in order that 
foreign bills of exchange could be negotiated, and to avoid the 
necessity of merchants handling coin. This bank was not run on 
the orthodox principles of the modern banks, because its liabili- 
ties had always to be equalled by stocks of goid coin and bullion; 
yet it made very handsome profit in buying and selling of foreign 
currency and negotiating bills for merchants. 

Coming to the 18th century, we hear of Amschel Moses Bauer, 
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a Jewish pedlar, who settled in the town of Frankfurt-on-the- 
Main, in Germany. This pedlar had a son who, left fatherless at 
the age of 11 years, decided to go to work, got a clerkship in a 
bank at Hanover, and after a number of years became a junior 
partner. He subsequently returned to Frankfurt, where he 
started in business on his own, and set up his sign, which con- 
sisted of a red shield. From this he took the name of 
“Rothschild,” which, when translated, means “red shield.” Thus 
was laid the foundation of one of the most famous and powerful 
modern banking houses, consisting of some of the greatest inter- 
national financiers that the world has seen. 

Bauer Rothschild had five sons, each of whom received the 
benefit of his father’s training. Nathan, the third son, became the 
greatest financial genius of his generation. He came to England, 
where he acted as his father’s agent, obtained valuable informa- 
tion regarding the Napoleonic Wars, and became the friend of 
kings and generals. It is recorded that he made £1,000,000 profit 
out of one coup as the result of obtaining news of the victory at 
Waterloo. 

This by no means exhausts the early history of banking and 
international finance. It merely touches some of the highlights, 
to indicate that from time to time men of genius and brilliance in 
the field of finance have risen to aid emperors in their conquests 
and adventurers in their discoveries, and have brought prosperity 
to their kinsfolk. 


The Bank of England 


When we think of present-day banking we naturally think of 
the Bank of England, the “Old Lady of Threadneedle Street,” as 
it is affectionately called, which was founded by a Scotchman 
named William Paterson in 1694. Its establishment was really 
the result of the tyranny and dishonesty of the Stuart kings, 
chiefly Charles II, who robbed the Exchequer, seizing the funds 
loaned to the Government of the day by the goldsmiths and 
bankers, with whom the money had been deposited by merchants 
of the city. Charles II closed the Exchequer to prevent the mer- 
chants from cashing their tallies. This naturally spelt disaster 
and bankruptcy to thousands who had grown to rely on the honour- 
able dealings of the goldsmiths. Charles at first promised repay- 
ment at the end of a year, but although the Government paid 
interest for six years, the money was not repaid, neither was any 
more interest forthcoming. This was the origin of the National 
Debt. As is usual, the need of the hour brings forth the man. At 
this stage, when much litigation was in process to effect recovery 
of the huge debt, the unknown Paterson promulgated his scheme 
for funding the debt and making a further advance to an impover- 
ished Government, in return for the right to issue notes, deal in 
bullion, and make advances on bills for merchandise. 

Although it was forced to suspend payment within three years, 
and passed through trying times, the Bank of England has 
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gathered increasing strength with the passing years, till at the 
present day it is universally recognised as the most powerful ijiflu- 
ence in the world of finance, and, as George Clare says, “ig in- 
vested with a certain stateliness and dignity of standing which 
places it ‘hors de concours,’ and which restrain it from working 
as other banks do, solely with a view to dividend earning.” 
Since the War, as a result of the wonderful part played by the 
Bank of England during these troublous times as a central reserve 
bank, there has been a desire throughout the dominions to estab- 
lish institutions (either Government-owned or private) to act in a 
similar capacity. Canada, New Zealand, South Africa and Jndia 
have recently established their Central Reserve Banks, and there 
have been many suggestions made (at one stage a Bill was ijtro- 
duced into the Commonwealth Parliament) to have the (om- 
monwealth Bank embrace all the functions of a central rejerve 
bank. At present it does carry out most of them, including the 
control of the note issue, but the fact that it is in competition! with 
trading banks for business means that it is not a central reserve 
bank in the strict sense of the word. In connection with the (2om- 
monwealth Bank’s activities, experts have advocated the estab- 
lishment in Australia of an open market for the discount of bills 
of exchange at a rate publicly announced, as an important adjunct 
to trade and commerce. To date that market has not been éstab- 
lished ; nevertheless much has been done to bring before the public 
notice the facilities for credit which bills of exchange provide 


London as a Discount Market 


Speaking of the Bank of England naturally brings to mini the 
“Money Market.” Contrary to expectation, this is neither a place 
nor a building, but a term embracing the Bank of England, 'Lon- 
don bankers and bill brokers, the Stock Exchange, and dealers in 
money and credit who either have money to lend or are borrqwers. 
Bankers receive deposits from all over the country, and what is 
not required for current needs goes on the market for various 
periods. These operations between bankers, brokers and’ dis- 
count houses constitute the money market. If there is a large 
supply of money, and few borrowers, the rate will be low, but on 
the other hand rates harden as the demand strengthens. When the 
Government is in need of a temporary loan it sometimes resorts 
to the money market, where it borrows on Treasury bills, as 
exemplified recently in Australia, when the Commonwealth Bank 
raised money on the open market by the issue of Treasury bills. 
This, incidentally, provides us with a first-rate example of interest 
rates being influenced by the law of supply and demand. The fact 
that only a fraction of the issue was subscribed for indicates that 
the rate was not sufficiently attractive, and, as coming events cast 
their shadows before them, so financiers foresee in that a general 
tendency for money to be dearer, thereby marking another phase 
in the progress of the trade cycle. This was distinctly reflected in 
the Stock Exchange, and has been subsequently confirmed by the 
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Commonwealth Bank’s announcement of increased rates. How- 
ever, as there is, strictly speaking, no money market in Australia, 
it is better to return to the London money market for our dis- 
cussion. 

It is opportune now to see how the various rates are consti- 
tuted, and consequently learn how they affect one another. They 
are as follow :— 

1. The Bank Rate—tThe rate at which the Bank of England 
will discount first-class bills. It is fixed each Thursday at the 
weekly meeting of the Board, and is the most influential factor in 
the money market. 

2. Bank of England loan rate, at which money is lent. 

3. Market rate of discount, which is the rate charged by bankers 
and bill brokers for discounting bills. 

4. Other banks’ London deposit rate, the rate allowed by the 
trading banks on deposits, usually 14 per cent. or 2 per cent. below 
the bank rate. 

5. Bankers’ loan rate, which is levied on overdrafts. 

6. Bankers’ call rate, and seven-day rate, which mostly apply 
to bill brokers’ loans from bankers. 

Should the weekly meeting at the Bank of England decide on an 
increase in the bank rate, the other banks raise their loan rates, 
and subsequently their deposit rates,which involves an increase in 
the call rate. Bill brokers then raise the market rate of discount, 
and so the whole market has been raised. 

The methods adopted by the Bank of England to regulate the 
flow of gold into and out of the country, and to influence the 
foreign exchange rates, are intriguing, but belong to a separate 
chapter. Suffice to say here that all these factors support and 
strengthen London’s claim to supremacy in the world of finance. 


Reasons for London’s Supremacy 


The next question we may well ask ourselves is, why should 
London, of all places, rise to such importance? 

For over 200 years London has been an important centre in 
world trade, and a sterling bill redeemable in gold in London has 
served almost as a world currency, acceptable everywhere as equal 
to gold. London has enjoyed a unique financial prestige, only 
approached by that of medieval Venice—a prestige that is the 
direct outgrowth of her enterprise and liberal commercial policy. 
The Union Jack, protected by the British Navy, is a familiar sign 
in every port. English goods transported in English ships could 
be found in every market, and native products were always being 
exported to English markets through the medium of English 
merchants. 

It is this colossal and continued trade of Great Britain that has 
made the sterling bill an accepted means of payment between 
business men in all parts of the world. It is not only the fact that 
a sterling bill was always redeemable in gold that gave London 
such standing, but the world-wide trade which her merchants 
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and shipping have fostered. The geographical position, midway 
between the Eastern and Western market, her sound monetary 
system, her liquid discount market, her relatively low and steady 
rate of interest, her large investments in foreign countries, and 
the high reputation for business honour and square dealing enjcyed 
by British bankers and traders throughout the world were other 
important factors that contributed to the establishment of London 
as the world’s money market. 

To the establishment of a money market three things are essen- 
tial; they are: close proximity to the majority of the nations of the 
earth; secondly, a monetary system which enjoys the confidence of 
the world; and thirdly, a liquid discount market. 

For a while it was thought that New York, or even Paris, would 
supersede London as the money market, but neither of the other 
cities could qualify to the same extent as London in these three 
essentials. Any city possessing such fundamental advantages 
must eventually acquire leadership in world financing. There is 
an old saying that trade follows the flag, but it would be more true 
to say that finance follows trade, and this is one of the reasons 
why London became the world’s financial centre. England’s 
insular and limited territory, supporting a comparatively large 
population, compelled her to become a manufacturing country, 
importing raw materials and exporting a variety of manufac- 
tured articles. They were not merely manufactured articles, but 
goods famed for honest craftsmanship. The building of ships was 
encouraged, and the freedom of trade, advocated by Adam Smith 
in 1776, was adopted by England in the last century, because it 
was recognised that exports and imports must increase together, 
and that taxes on imported raw materials which increase the 
English manufacturer’s cost tended to place him at a disadvantage 
with foreign competitors. It is just questionable whether England 
would have gained her financial leadership and extensive trade 
relations had she not in the commencement encouraged the estab- 
lishment of the mercantile marine, and sent her flag all over the 
world, but the essential cause of her leadership in finance was her 
world trade more than her great merchant fleet. Germany recog- 
nised that fact, and by a campaign of peaceful penetration before 
the War aimed at capturing the world’s market as a first step to 
world power and domination, but her impatience led to her 
downfall. 

We all know that people are perfectly willing to accept paper 
money or cheques and drafts in payment for goods, provided they 
can be confident that this paper will be exchanged for gold if 
desired, or that it is backed by a Government guarantee, and so 
long as confidence prevails nobody thinks of asking for gold. But 
as for paper which is tainted with uncertainty, nobody wants it, 
and it can only circulate at a discount. In the same way, no city 
can become a world leader in finance unless merchants and 
bankers everywhere are confident that drafts on that city will be 
promptly met and paid. If there is distrust of its monetary sys- 
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tem it cannot become a world financial centre, no matter how 
great its exports and imports. Before the late War England had 
long been on a gold basis, and London had been the world’s freest 
gold market. Merchants everywhere, whether in China, Asia, 
America or Russia had absolute trust that all bills could be 
exchanged in London or be used for the payment of a debt in 
London. The Great War, however, threw England off the gold 
standard, just as did the Napoleonic Wars about a hundred years 
previously, and London for a time was threatened with a loss of 
its world supremacy in finance. 

The return to the gold standard meant the re-establishment 
beyond doubt of her pre-eminence in the world of finance till 1931, 
when, much to everybody’s alarm, England again abandoned the 
gold standard. At that time the economists threw up their hands 
in horror, and whispered that England’s financial prestige had 
come to an end. There was a suspicion in the minds of foreigners 
admittedly, that all was not well with England—but was any other 
country really better off? It was a particularly difficult time for 
everybody. Such was the integrity and high reputation of British 
finance, however, that instead of London losing business worth 
about £6,000,000 a year as financial agent, as was predicted, and 
losing her pre-eminence to Paris and New York, foreigners came 
to see the wisdom of her action. Their trust grew stronger than 
ever; a few countries have even followed her example, and still 
more of them would do so had they the trust and self-reliance in 
themselves that England has. 


Complete Addressing of Mail 


The Deputy-Director, Posts and Telegraphs (Mr. R. Lawson} 
desires to invite the attention of readers to the necessity for 
correctly and fully addressing all articles of mail matter. He 
points out that an examination of the letter delivery service revealed 
an astonishing lack of care in the addressing of postal articles, and 
notwithstanding every effort by the Department to minimise the 
effect, delay or failure in delivery must result from faulty addresses. 

If the full address of the writer appears at the head of a letter 
it provides a guide for the correspondent when replying. 

The Department’s aim is to have the following particulars 
included in each address, with the information set out in the 
order indicated :— 

1. Title (Mr., Mrs., Miss, etc.), Christian name or initials, and 
surname of the addressee. 
Name of house (if known). 
Number of house and name of street. 
. Name of post town and, in Melbourne city and suburban addresses, 
the postal district number. 
5. Name of State or Country of destination. 

Mail matter for private box-holders should be addressed to the 

private box number instead of the street address. 


oN 
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Company Law and Secretarial 
Practice Section 


Edited by J. S. McINNES, F.1.c.a. 


We are glad to announce that Mr. J. S. McInnes has consented 
to accept the appointment of Editor of the Company Law and 
Secretarial Practice section of this Journal. Mr. McInnes played a 
leading part in the negotiations leading up to the agreement between 
the Commonwealth Institute of Accountants and the Federal Insti- 
tute of Accountants for the publication of a joint journal, and that 
agreement was founded upon the basis of proposals originally 
drafted by him. He is well known to accountants throughout Aus- 
tralia as the Editor of The Queensland Accountants and Secretaries’ 
Journal, which has enjoyed a reputation of the highest order, but 
publication of which was discontinued when the arrangements to 
publish this Journal were concluded. It is considered fortunate 
that Mr. McInnes’s services have been obtained to edit a section 
dealing with matters which he has made peculiarly his own. He 
has a profound knowledge of both statute and case law relating to 
companies, and is exceptionally well qualified to write upon ques- 
tions of secretarial practice. Mr. McInnes will also act as State 
Correspondent for Queensland, and we are happy to welcome him 
to the Editorial Staff. 

Readers’ enquiries on matters coming within the scope of this 
section should be addressed to Mr. J. S. McInnes, 334 Queen 
Street, Brisbane. : 
—(Editor, The Australian Accountant.) 


Company A Holding all the Issued Shares in 
Company B 


POWER OF COMPANY B TO PURCHASE SHARES 
IN COMPANY A 


If Company A holds directly, or through nominees, all the issued 
shares in Company B, is it ultra vires of Company B to take up 
or purchase shares in Company A? The point has been the sub- 
ject of discussion by writers and lecturers for many years, but 
the friendly action of Dyason v. J. C. Hutton Pty. Ltd. (1935 
Argus L.R. 419) appears to be the first case dealing with it. 

J. C. Hutton Proprietary Limited was a company registered in 
Victoria under the Companies Act, the only shareholders being two 
other companies, namely, United Provisions Limited and Foggitt 
Jones Limited. The Memorandum of Association of the company 
included amongst its powers the now common power of investing 
its funds in the shares of any other company. At a meeting of 
directors of J. C. Hutton Pty. Ltd., held on April 18, 1935, a 
resolution was passed that the directors be authorised to purchase 
shares in United Provisions Limited; and that authority was after- 
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wards confirmed by the two shareholders mentioned by an instru- 
ment under their respective common seals. 

An action was brought by E. C. E. Dyason, a director of J. C. 
Hutton Pty. Ltd., against that Company and all the other directors 
of that Company for a declaration that the purchase by that Com- 
pany of shares in United Provisions Limited was beyond the 
powers of J. C. Hutton Pty. Ltd. The plaintiff also sought an 
injunction to restrain that Company and its directors from purchas- 
ing such shares. 

From an affidavit filed on behalf of the plaintiff, it appeared, 
inter alia, that (a) Foggitt Jones Limited was a nominee of United 
Provisions Limited, holding its shares in J. C. Hutton Proprietary 
Limited on behalf of United Provisions Limited, so that, in fact, 
the whole of the shares issued by J. C. Hutton Pty. Ltd. were held 
by, or on behalf of, United Provisions Ltd.; (b) that the boards 
of directors of the three companies consisted of the same persons ; 
(c) that Dyason, as a director, dissented from the resolution of 
April 18, 1935; (d) that United Provisions Ltd. was a holding 
company, the assets of which consisted of the whole of the shares 
issued by J. C. Hutton Pty. Ltd., and the whole of the shares 
issued by Foggitt Jones Ltd. The two latter companies were 
manufacturing and trading companies, carrying on similar busi- 
nesses. The issued capital of United Provisions Ltd., consisted of 
450,000 preference and 950,000 ordinary shares, each of £1. 

The plaintiff contended that the defendant directors, being 
directors of all the three companies named, were disqualified by 
their interest from voting on the resolution of Apri! 18, 1935. 

By S. 273 (1) of the Victorian Companies Act 1928: “Except 
as provided in this Act no company shall either directly or 
indirectly purchase or deal in or lend money or make advances or 
allow discounts upon the security or pledge of its own shares. . . .” 

Mr. Tait, counsel for the plaintiff, contended that as United 
Provisions Ltd. was simply a holding company of shares in J. C. 
Hutton Pty. Ltd., the proposed purchase would be really a purchase 
by J. C. Hutton Pty. Ltd. of its own shares, which was not autho- 
rised under the Companies Act. 

Mr. Latham, K.c., counsel for the defendants, argued that J. C. 
Hutton Pty. Ltd., had power to purchase shares in other companies, 
and in purchasing shares in United Provisions Ltd. it would not, 
in fact, be purchasing its own shares. as was contended. 

Mr. Justice Martin dismissed the motion. In the course of a 
very short judgment, His Honour stated that the resolution carried 
by the directors of J. C. Hutton Pty. Ltd. had been agreed to by the 
shareholders in the Company at a meeting. The Company, in 
addition to being a trading company, was also an investment com- 
pany, and there was no reason in law why it should not exercise its 
power of investing in the shares of another company. Whatever 
ultimate effects might follow in dealing with the shares so acquired, 
it could not be said that the action now proposed was a purchase 
by the Company of its own shares, either directly or indirectly. 


























1936 271 





THE AUSTRALIAN ACCOUNTANT 


_The application for an injunction was refused, and the motion 
dismissed. Costs not being asked for, no order as to costs was 
made. 


Acquisition of Business 


AMOUNT OF LIABILITIES TAKEN OVER BY 
PURCHASING COMPANIES 


When a business as a going concern is being acquired by a com- 
pany it is obviously of the utmost importance that the assets to be 
taken over and the liabilities to be paid by the purchasing company 
should be definitely ascertained and clearly stated. So far as the 
amount of the liabilities is concerned, the practice varies with the 
circumstances. Where the transaction is merely a reconstruction 
by the formation of a new company, the shareholders in the selling 
and purchasing companies being the same, the agreement for pur- 
chase usually provides that the purchasing company shall undertake 
to pay, satisfy and discharge ail the debts and liabilities of the 
vendor company. And in other cases the same unlimited phrase 
is sometimes used. Again, the agreement may refer to and incor- 
porate a balance sheet, in which the liabilities of the vendor to be 
taken over by the purchaser are set out. In some cases the liabilities 
are guaranteed not to exceed a certain sum. In each case the 
amount of liabilities taken over by the purchasing company is a 
question depending on the construction of the agreement for 
purchase. 

A recent New Zealand case, Jn re Irvin and Herdman, In 
Liquidation (1934 N.Z. Gazette L.R. 580), is an interesting and 
instructive case on the subject. In that case the company acquired, 
as a going concern, the business of three partners, J. Irvin, P. I. 
Herdman and W. E. Reynolds, trading as medical and dental 
surgical suppliers. On February 14, 1930, an agreement was made 
between the partners and a trustee for the proposed company, 
whereby the company agreed to purchase the goodwill of the 
business, together with stock, plant, machinery, implemerits and 
permanent appliances used in connection with the business. The 
agreement was in the usual form, but contained the following 
clause :— 


“The company shall pay the debts of the vendors set out in 
the attached balance sheet except the amounts shawn as 
advances by the vendors which sum will be satisfied by the 
allotment to the vendors of the vendors’ shares hereijbefore 
mentioned and will indemnify the vendors from any’ action 
claim or demand in respect of the same and the vendors hereby 
covenant that other than those set out in the said balance sheet 
there are no moneys owing by the vendors in connection with 
the business.” 

The balance sheet referred to showed the amount owing to the 
Dental Manufacturing Co. Ltd. as £261/16/8, whereas the amount 
actually owing was £530/4/11. 
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The purchasing company was duly incorporated and adopted the 
purchase agreement without any modification, two of the directors 
of the purchasing company being two of the partners in the 
original business. 

The purchasing company continued to trade with the Dental 
Manufacturing Co. Ltd., but a short time later went into voluntary 
liquidation. The question then arose as to the amount of the debt 
taken over by the purchasing company. The Dental Company 
contended that the new company had taken over the full amount of 
its debt; the liquidator contended that the company had taken 
over only the amount set out in the balance sheet attached to the 
purchase agreement. The Dental Company lodged a proof for 
the full amount of the debt, but the liquidator only admitted the 
claim of the Dental Company on the basis of an original debt of 
£261/16/8. 

The Dental Company then applied to the Court for an order 
that the liquidator should admit its claim on the basis of an original 
debt of £530/4/11. 

Quite a number of points were raised on behalf of the Dental 
Company, including estoppel and subsequent agreement or repre- 
sentations by two of the directors of the purchasing company, but 
Mr. Justice Johnston ruled all these out and dismissed the applica- 
tion with costs. Clause 5 (e) of the Memorandum of the purchas- 
ing company authorised that company to purchase or otherwise 
acquire all or any part of the business property and liabilities of 
any company society or partnership or person formed for all or any 
part of the purposes within the objects of that company and to 
conduct and carry on or liquidate and wind up any such company, 
and Clause 5 (y) empowered the company generally to do all such 
other things as might appear to be incidental or conducive to the 
attainment of the objects of the company or any of them, but His 
Honour held that these clauses did not lend any support to the 
suggestion that the directors had power to pay debts not incurred 
by the company, and in particular, amounts in excess of the amount 
shown in the schedule of the agreement referred to in the Memo- 
randum of Association. A promise to pay the debt in excess of 
£261/16/8, if made by Irvin and Herdman, was ultra vires if it 
was meant to bind the company. Irvin and Herdman had no 
power to load the company with their own debts. The board of 
directors had no power to delegate two directors to bind the com- 
pany to an indebtedness not incurred by the company, and for 
which the company received no consideration. 

As the purchasing company did not take over the liabilities of 
the vendors to the amount of £268/8/3, the three original partners 
would still be liable for that amount, but the judgment contained 
the following statement by His Honour: “The (Dental) company 
was probably very pleased that the debtor company was formed 
and was pleased to saddle their debt on to the company. It was in 
their interest to saddle the debt on to the company as it would 

















he 
rs 
he 
al 


ot 


“SO me 


oe ee 














1936 THE AUSTRALIAN ACCOUNTANT 





appear that they could not get the debt paid by the partnegs of 
Irvin and Herdman.” 


Personal Liability of Liquidator 


FAILURE TO PROVIDE FOR CONTINGENT LIABILITY 
ON LEASES 


Company liquidators may be made liable for breach of [their 
statutory duties, and the English Court of Appeal in the rpcent 
case of James Smith & Sons (Norwood) Ltd. v. Goodman affi-med 
the liability of a liquidator for misfeasance in not providing [ior a 
contingent liability of the company of which he had notice. }It is 
the duty of a liquidator to take proper steps to ascertain the Ifabili- 
ties of the company and if he distributes the assets without comply- 
ing with the requirements of the Companies Acts, he is liable in 
damages to creditors injured by his negligence. 

The case referred to is not officially reported, but a clear ynder- 
standing of the position is obtainable from the reports in Epglish 
financial and professional contemporaries. 

The plaintiff company, James Smith & Sons (Norwood} Ltd. 
claimed a declaration that in distributing surplus assets of £45,707 
of Brittains Motors Ltd. to the shareholders without making: pro- 
vision for the liabilities of the company under two leases granted 
by the plaintiff company, the liquidator, F. E. Goodman, haq acted 
negligently and in breach of his duty as liquidator. 

The leases in question, which did not expire until Sept 
1938, had been assigned by the company to Manns Motor. 











his covenant to pay rent during the whole term of the lease,}unless 
the landlord expressly releases the original lessee frojn this 
covenant on having a substituted covenant from his assign 
accepting the assignee as his tenant. 

In the first Court, Mr. Justice Bennett held that the li 
had committed a dereliction of his statutory duty in dist 
the company’s assets while the liability for future rents req 
and that the liquidator was consequently liable to the plaintiff 
company for damages. 

Goodman appealed to the Court of Appeal, but his apppal was 
unanimously dismissed with costs. In giving judgment, the}/Master 
of the Rolls said it appeared that the liquidator was unfler the 
erroneous impression that, when the assignment of thq leases 
took place, the liability of the tenants under the leases ceafed. It 
appeared quite plain that the liquidator had misconceifed his 
position and the effect of the assignment, and had failed to Appreci- 
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ate that there was the liability under the leases, of which he knew, 
and in respect of which he ought to have ascertained whether a 
claim was likely to be made by the lessors (the plaintiff company). 
In his Lordship’s opinion, the claim by the lessors against the 
tenants was clearly a contingent liability in respect of which they 
could have brought in a proof; and if the liquidator had done his 
duty, he would have seen that the claim was brought in. 


Meaning of ‘Fully Subscribed” Capital 


A Lancashire cotton mill company, Lilac Mill Co. Ltd., issued 
an advertisement inviting moneys on loan. The advertisement 
stated that the capital of the company was £100,000 “fully sub- 
scribed.” The issued capital of the company in fact comprised 
20,000 shares of £5 each, paid up to 7/6 per share only. (This 
practice of only calling up a small amount of the subscribed capital 
is a common one in the cotton mill industry, particularly in Lanca- 
shire, and when the great cotton slump occurred a few years ago 
a very large number of the sliareholders in those mills were unable 
to pay the calls made on them and the mill companies were rendered 
bankrupt. ) 

In response to the advertisement, a Mr. Lees and his wife lent 
the company £300. Subsequently the lenders sued the company 
for the return of the money, principally on the ground of false 
representation in the advertisement in relation to the capital of the 
company. The lenders apparently understood “fully subscribed” 
to mean “fully paid up.” The defence was that the whole of the 
capital was, in fact, subscribed, though only a small part had been 
paid up. The company contended that “subscribed” meant that 
the shares had been taken up by persons who had become liable to 
such calls as might be made upon the shares. 

Mr. Justice Singleton, in the Manchester Assizes, said he was 
doubtful as to what the meaning of “fully subscribed’ was. “It may 
be that a subscriber to the company is one who had agreed to take 
up shares and not of necessity pay the full amount upon them. He 
is a subscriber. But whether the words ‘fully subscribed’ are accu- 
rate or not, I am not satisfied in this case that the use of these 
words involves on the part of the company or its officers misrepre- 
sentation.” 

His Lordship could not see that there was any such misrepre- 
sentation as would give a right of action to Lees, and if there 
had been any misrepresentation it must have been well known to 
the plaintiff as long ago as the first month of 1928, and the remedy 
for that was barred by the Statute of Limitations. (It may be 
mentioned that some time after the moneys had been lent to the 
company certain schemes of arrangement between the company 
and its creditors had been sanctioned by the Court. These schemes 
had been passed at meetings of creditors of which the plaintiff 
had had due notice, and after the Court had sanctioned the 
schemes, the company had acted according to the terms of such 
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schemes, and the plaintiff had received moneys from the company 
thereunder). 


SUBSCRIBED CAPITAL 

Text-books differ in defining “subscribed” capital. A number 
draw no distinction between “issued capital” and “subscribed 
capital.” For example, Dawson’s Accountants’ Compendium defines 
“Issued Capital” as “the actual amount of registered capital} (or 
nominal capital) which has been issued. It is also called subscyibed 
capital.” This definition includes shares issued as fully or pprtly 
paid up to vendors and others, but it is doubtful whetheg the 
inclusion of such shares in the phrase “subscribed capita]” is 
correct. Cropper, in Higher Bookkeeping and Accounts, refq@rs to 
subscribed capital thus: “This consists of that portion of the 
issued capital which is actually subscribed for by the publip, or 
allotted to vendors in respect of assets conveyed to the company. 
... The student will realise that the distinction between ‘Iqgsued’ 
and ‘Subscribed’ capital is more academic than practical, in} view 
of the fact that only the capital actually subscribed can be shown 
on the Balance Sheet.” 
In 1889, in Arnison v. Smith, 42 Ch. D. 348, the Court of Appeal 
held that a statement iri a prospectus that share capital ha 
“subscribed,” when in fact it had only been allotted in full 
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rescission. 

Citing Arnison v. Smith, it is stated in Halsbury’s L 
England, 2nd Ed., Vol. 5, Companies, p. 160, that “Probabiy 
scribing’ means entering into an agreement to take shares by 


tion: “ ‘Subscribed Capital’ is that portion of the issued 
of a company which consists of shares issued to persons w 
agreed to pay or subscribe cash therefor.” 

To be on the safe side, where it is desired to refer to the dn ount 
of the issued capital of a company, the phrase “issued capita’” is 
preferable to “subscribed capital” if any part of the capital oi the 
cumpany has been issued other than for payment in cash, 
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Ideal Standards or Basic Standards? 


By G. H. GREGORY, Chartered Accountant (Aust.) 


[In the March issue of this journal (p. 151), a note on this sub- 
ject appeared, in which readers were invited to express their 
opinions. In the following article, Mr. Gregory deals with the 
interpretation of the statement by E. A. Camman (Basic Standard 
Costs, chapter IV) that “when Standards are incorporated in the 
Double Entry, and stocks are carried forward in the books at 
Standard Cost, profit may be anticipated on unsold stocks, the 
Standard Cost of which differs from actual.” ] 


In making this statement, I feel confident he had in mind only 
the quoting of periodical (monthly or quarterly) figures. No 
matter what Standard system is adopted, in arriving at the profits 
for a given trading period (half-yearly or yearly), the actual result 
must always be the same, because book profits cannot be made or 
lost by the use of a Standard system. 

This statement is subject to a consideration of the methods for 
spreading overheads. In the event of an increase in manufactured 
or partly manufactured goods, it may mean that the cost of manu- 
facture would need adjustment, otherwise a profit might accrue. 
However, whether they be Ideal or Basic Standards, they are still 
Actual at the beginning and end of the trading period (half-year 
or year). 

The following indication should make the position clear :— 










Ideal Basic 
Standards. Standards. 
Production Costs for pricing 
Stocks at start .. ’ Actual Actual 
Elements of Production Costs— 
Raw materials .. .. .. Standard Actual a. 
Supplies .. . Standard Actual b. 
Labour (direct) Standard Actual c. 
Labour (indirect) . Standard Actual d. 
Dept. and Gen. Overhead attri- 
buted to Production Standard Actual e. 
Production Costs for pricing 
Stocks at finish .. .. .. .. .. Standard Actual 
then 
Actual 


It will be observed that Ideal Standards are priced twice at the 
end of the trading period :— 


Once at their own Standard for the purpose of proving the book 
stocks, and rectifying or following any discrepancies. 

Again at Basic Standard Cost to arrive at the correct profit of 
the trading period, and to be adopted as an opening Ideal and Basic 
Standard for the forthcoming trading year. 
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A special adjustment is, of course, always necessary in order to 
incorporate the latter. 

When Costs are set at the beginning of the year, Standards and 
Actuals, that is, Ideal and Basic Costs, should be one and the same 
value. It is on this basis that the Ideal Costs are brought forward 
into the books of account, the values being represented in balances 
appearing on Work in Process and Finished Stock accounts. 

As the year progresses, alterations in the Cost and Usage of Raw 
Materials, Supplies and Labour become apparent, and if these 
variations, whether they be increases or decreases, are not taken 
into account, it may be found that business is being lost owing to 
prices being too high or to stock being sold at too low a valuation. 

The Ideal Cost is merely the control system for the financial 

books, whereas the Basic Cost forms part of a statistical record 
system. 
F rom the foregoing information, it should be apparent that, if 
there is a fall in the Value of Raw Materials, Labour, etc., or 
should there be less usage due to improved methods, a profit ‘will 
be shown in the month of manufacture at the expense of the margin 
between Sales and Cost of Sales in the month in which the goods 
are sold—that is, of course, if the selling price has been reduced in 
accordance with the variable Basic Cost. 


For example :— 
Ideal Basic 


Standards. Standards. 
Production Costs for pricing Stocks 


at start... ... 10/- 10/— 
Elements of Production Costs— 

Ee hs Su is aw de ae 4/—a. 

EE ae a 2/3 b. 

Labour (etc.) .. . 2/- 2/-—c.d. 

Dept. and General Overhead attri- 

butable to Production .. .. 1/- 1/—e. 

Production Costs for pricing Stocks 

{ee .. «- «» 10/-&9/3 9/3 


In the example it has been assumed that the Basic Cost has 
already moved away from the Ideal (or Standard) Cost. 

From the foregoing it should be apparent that, so far as the 
financial books are concerned, they do anticipate a profit in the 
month of manufacture, but this profit is clearly shown under 
appropriate headings in the ledger. 

(a) Profit on Raw Material Purchases against 

Standard Saving in usage against Standard 1/— a piece 

(b) Under-absorption of Supplies against Stan- 

Mr se se a6 <5, ke 5G. ue ta ae. 0c ue ee = 


Net Gain from Manufacturing .. .. .. .. 94. - 


The margin in the month when the goods are sold, if the selling 
price has been varied as indicated, would in effect be reduced 9d. 











278 THE AUSTRALIAN ACCOUNTANT MAY 





per piece, so to this extent a profit is anticipated until the time of 
sale. If the stock is not sold prior to the closing of the financial 
books at the end of the trading period, then the profit should be 
adjusted in the new price variations adopted. 

In a business where selling values are fixed, it may be in order 
to consider the anticipated profit as a real profit because the margin 
between sales and cost of sales would not necessarily be affected. 
However, this reference is subject to the stock being ultimately sold, 
and not being subject to any form of obsolescence without depre- 
ciation. 

The same theory, although more complicated to explain, would 
also relate to the Labour and Overhead elements, but to facilitate 
my explanations these two elements have been shown as the same 
for both classes of costing. It would need to be a very definite 
item of saving or otherwise to warrant the alteration of Standard 
Ideal Overheads for Basic Cost purposes—even then a very clear 
understanding of the proposed production Budget would be 
necessary. 

At the end of the trading period the whole of the manufactured 
and partly manufactured stocks will be repriced to take into con- 
sideration any drop, or otherwise, in Raw Material Cost, drop in 
Labour Cost, or variation of Overhead Spread. The whole system 
in the end comes back to actual profit, which must be the difference 
between the excess of Assets over Liabilities at the start and at 
the finish. 

The basis for spreading Overhead for Ideal Cost purposes is, 
of course, dependent on the production policy. 

Now, to get directly back to the question, I think that it should 
be clear to those of your readers who are interested in Modern 
Standard Process Costing, that Ideal Costs without Basic Costs 
may not be practicable, particularly if the market for the purchase 
of Raw Materials and Supplies is irregular, which is generally the 
case. 

Basic Costs could never be other than Memoranda Costs, whereas 
Ideal Costs are costs for controlling Stock and Basic Costs. 

Although I do not agree with Camman showing the opening and 
closing stocks as he does, I can indicate that he must have adjusted 
Ideal Cost’ of Production back to Basic Cost of Production in 
order not to proceed further than the Gross Profit figure shown in 
the example. 

The credit entry for Manufacturing Gains is a Profit and Loss 
item, the corresponding debit being added into Ideal Cost of Pro- 
duction. As Manufacturing Gains are merely Ideal compared 
with Basic, he should not have adjusted the debit and credit entry 
and shown Manufacturing Costs the same, when in reality what 
he is endeavouring to prove is that they are different. 

All his example does is to show that the £300 written off 
Basic Valuations has not been adjusted under the Ideal Standard 
method. This matter has already been dealt with. 
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of Let us assume that 13,333 pieces were produced, showing a 
ial Manufacturing Gain, as previously indicated, of 9d. a piece. 
be The illustration would then appear :— 
Ideal Basic 
ler Standards. Standards. 
in £ £ 
d. ae Ore ane 20,000 
d, Cost of Goods sold— 
e- Opening Stock . 5,000 6,000 
Cost of Manufacture .. 12,500 12,000 
7 (including Variation Accounts) _ 
e - 
re 17,500 18,000 
‘ Less Closing Stock .. .. .. 5,800 6,500 
ir 11,700 11,500 
)e Aisa 9 Ae 
Gross Profit . 7 ee 8,500 
. Add Manufacturing Gains .. .. 500 
n 8,800 
: Less Special Stock Writing-down .. 300 
t 8,500 8,500 
» From the foregoing example it will be observed that the profits 
are the same in each instance. 
1 It would be more correct, in my opinion, to show this example 
1 as follows :— 
5 Ideal Basic 
° Standards. Standards. 
£ 
| ar ia? baw a Oat ee ee 20,000 
, Cost of Goods orn 
Opening Stock .. ko aie 6,000 6,000 
Cost of Manufacture .. .. .. .. .. 12,500 12,000 
18,500 18,000 
Less Closing Stock... .......... 6,500 6,500 
12,000 11,500 
Gross Profit . it se 8,500 
Add Manufacturing Gains .. 500 
8,500 8,500 


prove. 











































But it cannot prove the theory which it has been advanced to 
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Summarising the foregoing facts, it should be apparent— 

(a) that opening stocks under each method should be based on 
a similar valuation ; 

(b) that Cost of Manufacture varies to the extent of the 
anticipated profit taken at the expense of the selling 
margins ; 

(c) that Closing Stocks are finally based on the same valua- 
tion (see Opening Stocks) ; 

(d) the Gross Profit as indicated is the same. 

The writer does not know of a Standard Costing System in 
which Ideal and Basic Costs do not start off on an equal footing. 
Such instances may apply where— 

(1) standard costs take some time to compile; 

(2) considerable price fluctuations occur over a short space 
of time; 

(3) there is some particular reason for not desiring those 
handling Basic Costs to know Ideal Control Valuations, 
etc. 

However, these points are leading away from the subject matter 
of these comments. 

My answers to your queries A. and B. are :— 

A.—Standards can hardly be other than fixed measures, and 
these fixed measures are usually— 

(1) Accurate (to the best of the knowledge of those fixing 
them). 

(2) Criteria of excellence. 

B.—Standards can definitely be incorporated into the financial 
books, but in order for them to be of the utmost practical use, there 
should be :— 

(1) Ideal Standards—those which do not change (Control 
Costs). 

(2) Basic Standards—those which do change (Current 
Costs). 

The former are used for incorporation into the books, and the 
latter explain the accounts, indicating variations. Basic Standards 
are also used for keeping selling prices competitive, and form the 
basis for rectification of Ideal Standards at the end of trading 
periods. 


New South Wales Companies Bill 


REGISTRATION OF ACCOUNTANCY AND SECRE- 
TARIAL ORGANISATIONS 


The Accountancy and Secretarial Advisory Council (New South 
Wales), representing The Association of Accountants of Aus- 
tralia (Inc.), The Australasian Institute of Secretaries, The 
Federal Institute of Accountants, and The Institute of Incorporated 
Secretaries, has made representation to the Minister of Justice 
regarding the necessity for measures to protect the public by 
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ensuring that unqualified persons should not be permitted to 
register as Accountancy and Secretarial organisations. 

The Advisory Council intends to do all in its power to have 
this matter dealt with in the New South Wales Companies Act, 
and all members of both Houses of Parliament have been 
addressed on the subject. It has been suggested to the Minister 
that the Act should contain the following clause :— 


“Associations Not For Profit” 


“In the case of a Company limited by guarantee, or of an Associa- 
tion formed for the purpose of promoting art, science, religion, 
charity, and in particular purporting to act as an association, insti- 
tute or society for the advancement of the professions of 
Accountancy or Secretarial practice, twenty-one days’ notice of 
intention to apply for registration shall be given by advertisement 
in two of the leading daily newspapers circulating in the State of 
New South Wales. 

“Application may be made by any registered association with 
objects similar in whole or in part to the Company applying for 
registration to any Court of competent jurisdiction calling upon 
such proposed Company to show cause why such registration should 
be granted, and in the event of the Court finding that no useful pur- 
pose will be served by the registration of such proposed Company, 
or that the existing bodies are effectively carrying out their objects, 
and that they are open to all persons seeking to join the profession 
who conform to reasonable safeguards as to efficiency and proper 
conduct, the Registrar shall thereupon refuse to register such 


Company.” 


It has been pointed out to the Minister that such a clause would 
have the support of practically the whole of the Accountancy and 
Secretarial profession. In addition to the bodies represented by 
the Advisory Council, the Commonwealth Institute of Accoun- 
tants and the Chartered Institute of Secretaries have indicated 
their accord with the proposed clause. 

Alternatively it has been suggested that the Bill should be 
strengthened by the inclusion of the following amendment to Sec- 
tion 34:— 


“34(2)—Association Not For Profit” 


“An association about to be formed under this Section for the 
purpose of promoting the Accountancy and/or Secretarial profes- 
sions shall prove to the satisfaction of the Governor— 


“(a) That the promoters thereof are qualified and experi- 
enced in the profession which they purport to represent 
and promote, and 

“(b) That there are no existing organisations satisfactorily 

carrying on the proposed objects which they intend to 

promote.” 
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QUALIFICATIONS OF AUDITORS 
The Advisory Council has urged the Minister to include in the 
Bill a clause intended to ensure that company Auditors shall be 
properly qualified. The Council takes the view that it is unneces- 
sary to follow the Victorian and Tasmanian precedents in setting 
up a special Board to licence company Auditors, since there are in 
existence organisations of Accountants which maintain high stan- 
dards of examination, and it is submitted that membership of any 
one or more of these associations is in itself sufficient guarantee 
of qualification. The Council has therefore suggested that the 

following clause should be incorporated in the Bill :— 


“Qualifications of Auditors” 

“No Auditor, Accountant or other person shall be qualified to 
audit or shall be permitted to audit the accounts of a Company 
registered under this Act, unless he— 

“(a) was acting as Auditor to any such company six months 
prior to the passing of this Act, or 
“(b) holds the qualification of membership of some one or 
more of the following Institutes or Association of 
Accountants :— 
“The Association of Accountants of Australia (Incor- 
porated), 
“Commonwealth Institute of Accountants, 
“Federal Institute of Accountants, 
“The Institute of Chartered Accountants in Australia, 
and 
“(c) is engaged in practice in the State as a Public Accoun- 
tant. 
“Penalty £100.” 


QUALIFICATION OF COMPANY SECRETARIES 

The Advisory Council has also drawn the attention of the Min- 
ister to the onerous duties and important legal obligations which 
attach to the position of a Company Secretary, and to the necessity 
for ensuring that all Company Secretaries shall be fully conversant 
with the provisions of the Companies Act and the relevant case 
law. 

For this reason the Minister has been asked to include in the 
Bill the following provision :— 


“Qualifications of Company Secretaries” 
“Every Company having a capital divided into shares shall 
appoint a Secretary who shall be a person who— 

“(a) at the date of the commencement of this Act was acting 
as Secretary of a Company registered under the Com- 
panies Act of any State of the Commonwealth, or 

“(b) is a member of one or more of the following Institutes 

or Associations, viz. : 
“The Australasian Institute of Secretaries (Inc.), 
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“The Chartered Institute of Secretaries, 

“The Institute of Incorporated Secretaries, 

“The Association of Accountants of Australia, 

“Commonwealth Institute of Accountants, 

“Federal Institute of Accountants, 

“The Institute of Chartered Accountants in Australia. 
“This Section shall not apply to private Companies registered 

under Section . . . of this Act.” 





Personal 


Mr. J. McKinley Wilson advises that he has admitted his son, 
Mr. Keith M. Wilson, into partnership. The practice will be 
carried on in the name of J. McKinley Wilson and Son at Stock 
Exchange Building, 422 Little Collins Street, Melbourne. 

Mr. H. J. Trist, F.1.c.a., who was recently elected President of 
the General Council of the Commonwealth Institute of Accountants, 
has been a member of the New South Wales Divisional Council 
since March, 1922, and holds the unique record of having attended 
every meeting of that Council for the past seven years. 

Mr. Trist, who is senior partner in the firm of H. J. Trist and 
Stranger, Chartered Accountants (Aust.), of Sydney, was born in 
Victoria, and prior to enlisting for active service with the A.I.F. 
in the Great War, he practised as an accountant in his native State. 

For about twelve months after the signing of the Armistice, 
during which time the troops were awaiting repatriation, Mr. Trist 
had charge of the accountancy section of the Australian Corps 
Central School at Rue, in France. This school was established 
under the A.I.F. Education Scheme, and was operated on Univer- 
sity lines, the present Vice-Chancellor of the Sydney University, 
Dr. Wallace, being the Superintendent of Studies. There were 
250 students of accountancy in various stages in attendance, and 
examinations conducted by that school were recognised by several 
of the Institutes on the return of the troops. Quite a large number 
of members of the Institutes of Accountants in Australia to-day 
studied at that school. 

Mr. S. W. Griffith, F.1.c.a., who was recently elected to the posi- 
tion of State President of the New South Wales Division of the 
Commonwealth Institute of Accountants, was formerly actively 
associated with the Institute of Incorporated Accountants of New 
South Wales, having occupied the positon of President of that 
body for two years up to the date of the amalgamation of the 
New South Wales and Commonwealth Institutes in June, 1930. 
As President of the New South Wales Institute, Mr. Griffith ren- 
dered invaluable assistance in connection with the amalgamation, 
and since that date, he has continuously occupied a seat on the 
New South Wales Divisional Council of the Commonwealth 
Institute. 

In business life, Mr. Griffith was a partner in the firm of James 
Little & Co., Public Accountants, from 1909 to 1914, since when 
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he has been associated as a partner in Jamieson, Griffth & Byatt, 
Chartered Accountants (Aust.). 

Mr. Griffith was recently elected by the New South Wales Divi- 
sion to a seat on the General Council of the Commonwealth 
Institute of Accountants. 

Mr. E. H. Swift, m.a., a.t.c.a., Special Administrative Officer 
of the New South Wales Department of Health, has been 
appointed by the State Government, under the recently enacted 
Milk Investigation Act 1936, to investigate the administration of 
the Milk Act 1931, and matters associated therewith. 

Messrs. Manning, Watson & Co., of 440 Little Collins Street, 
Melbourne, intimate that they have moved to Osborne House, 397 
Little Collins Street, Melbourne. 

Mr. A. E. F. Curry, a.1.c.a., advises that, as from May 1, his 
practice will be carried on at Hunter House, 260 Hunter Street, 
Newcastle West. 





Book Review 
By A. R. BLUETT 


Secretary of the Local Government and Shires’ Associations of 
New South Wales 


Local Government Accounting and Finance. By W. Bruce Rains- 
ford, Chartered Accountant (Aust.), Certified Local Govern- 
ment Auditor (N.S.W.). (Law Book Company of Australa- 
sia Ltd., Publishers.) Sydney, 1936, pp. 271. Price, £1/5/-. 

One of the somewhat remarkable developments of the local 
government system is that it has evolved its own system of account- 
ing. It adopts, of course, the basic principles of accountancy, but 
it incorporates so many features that even the members of the 
recognized accountancy institutes and societies are required to pass 

a special examination before they are given the certificate which 

authorises them to act as council’s auditor. As Mr. Rainsford 

points out, there is a great division of purpose between the ordinary 
business concern and a council under the Local Government Act. 

The object of the first is to make profits and conserve its capital. 

The object of the second is to provide public services and utilities 

at cost or as near thereto as is practicable. In the book now under 

review Mr. Rainsford has attempted a detailed explanation of the 
complete system of local government accounts, finance and book- 
keeping. It is a big subject and he has handled it very well. It is 
true that most of the matter in the book could be laboriously dug 
out of the Local Government Act and the Ordinances made under 
it. Mr. Rainsford, however, presents the matter in an orderly 
sequence which makes the understanding of it a great deal easier, 

and his explanations assist in the presentation of the system as a 

whole. 

The chapter headings give an indication of the scope of the 
book: Preliminary and General Principles—The Various Funds 

—Valuations and Rates—Loans, Securities and Receivers—The 
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Books of Account—Collection and Recording of Income—Super- 
vision and Recording of Expenditure—Stores, Materials and Plant 
—Sanitary and Garbage Services—Trade Undertakings—Adminis- 
tration and Office Efficiency—Balancing Procedure and Prepara- 
tion of Annual Accounts—Audit, Inspection and Surcharge. 
The book is one which should not only be of great value to the 
student but also to the practising auditor who desires to check up 
on the precise authority affecting the different matters with which 
he has to deal. An index of twenty-five pages helps to make 
references to the matters covered by the book an easy task. 


Publications Received 


Cross Currents of Australian Finance. By D. B. Copland and 
C. V. Janes. (Angus & Robertson), Sydney, 1936. Pp. 
496 + xii. Price, 10/6. 

This volume of documents on Australian political and economic 
affairs continues the series which was begun under the joint editor- 
ship of the late Professor E. O. G. Shann and Professor Copland. 
The three previous volumes were entitled, respectively, The Crisis 
in Australian Finance, 1929 to 1931, The Battle of the Plans, and 
The Australian Price Structure, 1932, and they comprise an invalu- 
able documentary record of the course of the financial controver- 
sies of the depression period. The present volume presents the 
principal public and semi-public utterances by the leaders of vary- 
ing schools of thought in Australia on such problems as Common- 
wealth and State finance, monetary and banking problems, and 
employment and wages. An introduction by the editors dis- 
cusses the predominant lines of thought running through the 
documents and the principal issues arising therefrom. A companion 
volume dealing with trade and marketing policy is in preparation. 
The Functions of a Bank in Relation to the Capital Market. By 

F. W. Hooper (Gee & Co (Publishers) Ltd.), London, Janu- 
ary, 1936. Pp. 63 + viii. Price, post free abroad, 5/7. 

This little volume is described as a “discussion of some criticisms 
of the London capital market in its relations with British industry, 
and of a suggested line of remedial action by the joint-stock banks.” 
The author examines the recommendations of the MacMillan Com- 
mittee concerning the relations between finance and industry, and 
in particular the provision of long-dated capital for industry, and 
proceeds to describe a proposal for the establishment of issuing 
institutions as an integral part of the English financial system and 
maintaining contact through the banking system with international 
finance. 

Monetary problems have been in the forefront of economic dis- 
cussions for several years, and Australia has followed in the path 
of Great Britain in setting up a Royal Commission to inquire into 
the banking and financial system. Mr. Hooper has made a thought- 
ful and valuable contribution to an important subject, and, in the 
words of Professor Jones, in a foreword, “the value of this book 
is not to be measured by its length.” 
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Taxation Section 


Edited by J. A. L. GUNN, F.1.c.a. 


The Statutory Exemption 


Mr. J. Y. McGrath, in a series of able and interesting articles 
in the Sydney Morning Herald, expressed dissatisfaction with the 
method of allowing the Commonwealth Statutory Exemption. The 
present Act and the amending Bill provide that this deduction shall 
be made successively from the income from property other than 
dividends, from dividends, and from the income from personal 
exertion. Where the income consists of personal exertion income 
and dividends, S. 24 has the effect of depriving taxpayers of a 
rebate on the whole or part of the dividends. Mr. McGrath’s 
examples make the position clear :— 

A taxpayer has an income of £525 from salary and £75 from 
ere 0g His assessment (excluding the averaging provisions) 
would be :— 


P.E. Pty. Total 

RN ng ee £525 £75 £600 
Statutory exemption .. .. .. — 75 75 
Taxable Income . .. .. £525 poy £525 


- -_— — 


Tax .. £11/13/7 
The taxpayer does not receive any rebate on the dividends because, 
by applying the statuory exemption to the dividends, no part of 
the dividends remains in the taxable income. If the statutory 
deduction were set off against the personal exertion income before 
the income from dividends, the following would be the position :— 








P.E. Pty. Total 
Net income .. .. .. £525 0 0 £75 0 0 £600 0 0 
Statutory exemption 75 0 0 — 75 0 0 
£450 0 0 £75 0 0 £525 0 0 
P.E. Pty. 
| ee ke £212 2 
Less rebate on dividends —_ at 2 





£10 0 3 “= 


It will be seen, therefore, that the present method results in an 
increased tax of £1/13/4. Mr. McGrath therefore recommends 
that the Statutory Exemption be made successively from income 
from personal exertion, income from property other than divi- 
dends, and from the income from dividends. 

With every respect I cannot agree with the recommendation. 
From extensive enquiries I have made, I believe that the vast 
majority of taxpayers who are in receipt of a moderate salary, and 
who have been able to save anything therefrom, do not invest their 
savings in dividend paying shares. Their property income is usu- 
ally derived from savings bank interest, rents, etc. 
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An examination of Mr. McGrath’s example will show that, if 
the £75 had been derived from interest and rents, the taxpayer 
would pay at present £11/13/7. If, however, Mr. McGrath’s 
proposals were adopted, he would pay :— 


Personal exertion .. .. .. £10 0 3 
IES GER eee 2% 2 
#12 12 5 


an increase of 18/10. 

I am positive that if Mr. McGrath’s proposals were adopted 
the Revenue would benefit. 

Complete justice would, of course, be done to both classes of 
investors if the Statutory Exemption were deducted successively 
from the income from property other than dividends, from the 
income from personal exertion, and from dividends. 


Secret Commissions 


The definition of “income from personal exertion” in the 
present Commonwealth Act includes “allowances received in the 
capacity of employee.” This has been enlarged in the Common- 
wealth Uniform Bill, Clause 6, to cover “allowances and gratuities 
received in the capacity of employee or in relation to any services 
rendered.” These additional words are designed to include secret 
commissions as assessable income. It has been held that allow- 
ances in the nature of secret commissions are not subject to taxa- 
tion under the present Act, as they are not made to a person in 
the capacity of an employee. The person receiving them is seldom 
an employee of the donor. ._The Commonwealth Treasurer points 
out, in his Explanatory Memorandum, that there is no good 
reason why such amounts should not be treated as assessable 
income. 

The definition clauses of the State Bills contain the same provi- 
sions as those quoted above, except that in the South Australian 
Bill the words “any work done” are inserted in addition to 
“services rendered.” 


Tips 
It will be noticed that “gratuities” are also included in the new 
definition. Doubtless, however, many members of that mysteriovs 
contingent which greets one for the first time on leaving an hotel 
will be able to convince the Commissioner that tips received by 
them were not “in relation to any services rendered.” 


Bounties and Subsidies 


Another addition to the definition of “income from personal 
exertion” is “any amount received as a bounty or subsidy in 
carrying on a business.” 

Clause 26 (g) of the Commonwealth Bill provides that the 
assessable income of a taxpayer shall include “any bounty or 
subsidy received in or in relation to the carrying on of a business, 
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and such bounty or subsidy shall be deemed to be part of the 
proceeds of that business.” Thus, by Clause 26 (g), it is intended 
to make it clear that bounties are assessable income, and by the 
definition clause, that they are to be treated as income from 
personal exertion. A further object of the Bill is to ensure that 
bounties shall be deemed to be part of the proceeds of the business, 
and therefore subject to the same apportionment (if any) between 
Australia and ex-Australia as the proceeds of the business. 


Interest on Trade Debts 


Under the present Commonwealth Act, interest received in 
respect of trading debts is treated as income from property. Under 
the Uniform Bill interest “received in respect of a debt due to the 
taxpayer for goods supplied or services rendered by him in the 
course of his business” will be assessable as income from personal 
exertion. 

In the definition clauses of the New South Wales and Victorian 
Bills, the words “received in respect of a trade debt” are inserted 
in lieu of those quoted above. Queensland, South Australia and 
Tasmania are the same as the Commonwealth. 


Compensation for Termination of Employment 


Under the present Commonwealth Act, S. 16 (f) provides that 
the assessable income of any person shall include “five per centum 
of the capital amount of a retiring allowance or gratuity which is 
paid in a lump sum.” This has been extended by the Uniform 
Bill, Clause 26 (d), to include :— 
five per centum of the capital amount of any allowance, gratuity or com- 
pensation where that amount is paid in a lump sum in consequence of retire- 
ment from, or the termination of, any office or employment, and whether so 
paid voluntarily, by agreement or by compulsion of law: 

Provided that this paragraph shall not apply in respect of any amount paid 
or credited by a private company which under any provision of this Act is 
deemed to be a dividend paid to the recipient. 

Amounts received as compensafion for the termination of 
employment have been held not to be taxable. It is proposed, 
under the amending legislation, to treat them in the same manner 
as retiring allowances and gratuities. 

The proviso to Clause 26 (d) relates to amounts set out in 
Clause 110, which provides as follows :— 


So much of any sum paid or credited by a private company and being, or 
purporting to be— 

(a) remuneration for services rendered by any person being a share- 
holder or director of the company or being a relative of any such 
shareholder or director; or 

(b) an allowance, gratuity or compensation in consequence of the 
retirement of any such person from any office or employment held 
by him in that company, or upon the termination of any such 
office or employment, 

as exceeds an amount which, in the opinion of the Commissioner, is reason- 
able, shall not be an allowable deduction and the excess shall, for all 
purposes of this Act, be deemed to be a dividend paid out of profits derived 
by it to the recipient and received by him as a shareholder of the company. 

















the 
led 
the 


lat 
SS 
én 








THE AUSTRALIAN ACCOUNTANT 





1836 


Procuration Fees 


Clause 26 (h) of the Commonwealth Bill provides that the 
assessable income of a taxpayer shall include “the amount of any 
fee or commission received for procuring a loan of money.” A 
provision is also included in Clause 67 to allow a deduction of 
expenditure incurred in borrowing money used for the production 
of assessable income, viz :— 

So much of the expenditure incurred by the taxpayer in borrowing money 
used by him for the purpose of producing assessable income as bears, to the 
whole of that expenditure, the same proportion as that part of the period 
for which the money was borrowed which is in the year of income, bears 
to the whole of that period, shall be an allowable deduction: 

Provided that, if the period for which the money was borrowed is not 
fixed, or exceeds five years, the period of five years from the date on which 
the money was borrowed shall be deemed to be the period for which the 
money was borrowed. 

Procuration fees have been held to be capital expenditure, but 
as the Commonwealth Treasurer points out, there is no good 
reason why they should not be treated for taxation purposes in the 
same manner as interest paid or received. 

The allowance contained in S. 67 will not only cover procuration 
fees, but costs and fees incurred in the preparation and registra- 
tion of the securities. 


Repairs 


Section 23 (1) (d) of the Commonwealth Act provides for an 
allowance of :— 

Sums expended by the taxpayer during the year in which the income was 
derived for repairs to or on that part of any property occupied for the 
purpose of producing income or from which income is derived or is deemed 
to have been derived, and for the repair of machinery, implements, utensils, 
rolling stock and articles employed by the taxpayer for the purpose of 
producing income. 

Clause 53 of the Commonwealth Bill provides as follows :— 

(1) Expenditure incurred by the taxpayer in the year of income for 
repairs, not being expenditure of a capital nature, to any premises, or part 
of premises, plant, machinery, implements, utensils, rolling stock, or articles 
held, occupied or used by him for the purpose of producing assessable 
income, or in carrying on a business for that purpose, shall be an allowable 
deduction. 

(2) Expenditure incurred upon repairs to any premises or part of 
premises not so held occupied or used shall not be an allowable deduction. 

Under the present law, a taxpayer may purchase a property in a 
state of disrepair, and spend considerable sums in repairs in order 
to restore it to a habitable condition. The object of the words “not 
being expenditure of a capital nature” appearing in Clause 53 (1) 
is to prevent a deduction of expenditure in these circumstances. 
The case for the Revenue is thus stated by the Commonwealth 
Treasurer: “It is considered that this expenditure is of a capital 
nature, and if it had been incurred before purchase, would have 
been reflected in the purchase price. The clause will exclude as a 
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deduction repairs of a capital nature, and will thus bring the provi- 
sion into conformity with the general scheme of the Act.” 


Life Assurance Premiums 


The proviso to S. 23 (1) (c) of the Commonwealth Act pre- 
vents a deduction “for any premium or sum paid in respect of any 
insurance, annuity or other provision effected outside Australia.” 
Similarly, S. 23 (1) (g) lmits payments to a superannuation 
fund, etc., which is “established in Australia.” 

Clause 79 (c) of the amending Bill deletes the territorial limita- 
tion placed on these payments, as it imposed a hardship on those 
taxpayers who had effected the insurance outside Australia when 
their occupations were outside Australia, or where contribution to 
the superannuation fund was made outside Australia. As the 
deduction is limited to residents of Australia the territorial limita- 
tion has been deleted. 


Losses and Outgoings 


On page 26 of the February issue of the Journal attention was 
drawn to Clause 51 of the Commonwealth Bill, which purports to 
extend the field of allowances in respect of losses and outgoings. 
Whilst regard may not be had to what has been said in Parlia- 
ment (South-Eastern Railway v. Railway Commissioners and 
Hastings Corporation (1881) 50 L.J. (Q.B.) 201 C.A. at p. 203) 
or elsewhere, in seeking to interpret a statute, it is felt that full 
publicity should be given to any ministerial pronouncement on 
this vital subject, so that, if the new Clause fails when tested in 
the Courts, taxpayers will, it is hoped, take prompt measures to 
ensure, by amending legislation, that the Government’s intention 
is fulfilled. In his Explanatory Memorandum the Commonwealth 
Treasurer states: “The present Commonwealth law permits the 
deduction of all losses and outgoings, other than those of a capital 
nature, actually incurred in gaining or producing the assessable 
income, and prohibits the allowance of money not wholly and 
exclusively expended for that purpose. 

“In the course of carrying on a business, there is a class of 
deduction which, although properly deductible in arriving at the 
profit from the standpoint of accountancy, does not survive the 
test set out above. The disallowance of these deductions has been 
a source of irritation to taxpayers generally. Under the proposed 
clause the taxpayer will be allowed a deduction of all losses and 
outgoings, incurred in gaining or producing the assessable income, 
or necessarily incurred in carrying on a business for the purpose of 
producing such income, with a provision excluding the right to 
deduct losses or outgoings of capital, or losses or outgoings 
incurred in relation to the production of exempt income. The 
object of the amendment is to give legislative effect to a principle 
which has recently been laid down by the High Court in appeal 
cases. 
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“There will be some reduction in the field of taxable income 
from some businesses through allowances, in future, of deductions 
of such expenditure as Arbitration Court expenses and certain 
types of legal expenses which have not previously been allowed 
as deductions. 

“The Bill also combines in the one clause both the general allow- 
ance and the general disallowance sections of the present Act.” 


Additional Tax 


It was pointed out in the March issue of the Journal that under 
Clause 194 of the Commonwealth Bill it is proposed to deprive 
the Board of Review of the right to review the Commissioner's 
decisions to “remit additional tax or any part thereof,” and a 
protest was lodged against the proposal. 

The official explanation of the Amendment is contained in the 
Commonwealth Treasurer’s Explanatory Memorandum, viz. :— 

“This clause takes away the right of the Board to remit addi- 
tional tax by way of penalty imposed by the Act and reviewed by 
the Commissioner. Until recently, the view was held that the 
Board had no such right. Apart from the undesirability from a 
general and administrative point of view of having a review by 
the Commissioner further reviewed by the Board, it would prove 
impracticable to give the Board the right to review the many cases 
of penalties that taxpayers could refer if the restraint were not 
imposed. It would call for the appointment of further Boards, 
with additional expense, to meet a situation which is at present 
equitably and reasonably met by the Department. It is to be 
remembered that Parliament in the Act itself prescribes the penal- 
ties and gives the Commissioner power to remit the penalties 
wholly or in part if the circumstances warrant. Not merely are 
penalties imposed for evasions of tax, omissions from returns, and 
failure to lodge returns, but for late lodgment of returns and 
late payments of tax.” 

Eliminating fine distinctions, the Commissioner has the power 
to impose terrific penalties, in some cases amounting to thousands 
of pounds, and it seems only fair to taxpayers that this right 
should be subject to review. It is admitted, however, that some 
restraint should be imposed so as to avoid frivolous and unreason- 
able requests for reference to the Board. 

To meet the difficulty, a member of the Commonwealth Insti- 
tute has suggested to the writer that taxpayers should not have the 
right of appeal where the penalty does not exceed, say, £25. This 
suggestion does not, however, meet the case. £25 may be the 
maximum additional tax in one case, and yet be a relatively trifling 
penalty in another. I think a fairer compromise would be to 
insert a provision in Clause 194 that the taxpayers’ right to request 
a review shall be confined to cases where the additional tax imposed 
exceeds, say, 20 per cent. of the tax. I admit 20 per cent. is 
another instance of “thinking of a number,” but it appears to be 
a reasonable percentage. 
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Business Losses and Exempt Income 
LOSSES OF EXEMPT BUSINESS 


S.26 of the Commonwealth Income Tax Assessment Act was 
amended in 1930 to permit the deduction of a loss incurred in 
carrying on any business in Australia. Formerly a loss was not 
deductible if the Act provided for the exemption of the income 
of the business. The practical result of the 1930 amendment is 
to entitle a taxpayer who is engaged in a business of primary pro- 
duction in the Northern Territory, or of gold mining in any part 
of Australia, to a deduction from his assessable income of any 
loss made in carrying on that business. 

Clause 77 of the Commonwealth Bill provides as follows :— 

(1) Where a loss is incurred in the year of income by a taxpayer in 
carrying on in Australia a business the income from which, if any, would 


be exempt income (which business is, in this Section, called “the exempt 
business”) that loss shall be an allowable deduction. 


(2) In calculating the amount of that loss, no deduction may be made 
which would not have been an allowable deduction if the income (if any) 
had been assessable income. 

(3) Notwithstanding any other provision of this Act, where a deduction 
allowable under this section has been made from the income of any of the 
three years next preceding the year of income, profits derived by the tax- 
payer trom the exempt business in the year of income shall be included in 
his assessable income, provided that the amount so included shall not exceed 
the amount, if any, by which the deductions so made from the income of 
those three years exceed the profits included under this sub-section in the 
assessable income of those years in respect of those deductions. 

It will be noted that, whilst the new provisions perpetuate the 
concession, they are not so favourable to the taxpayer, as sub- 
clause (3) provides that where losses have been allowed under 
the clause, any profits derived in the three next succeeding years 
from the exempt business shall be included in the assessable 
income to the extent of the losses previously allowed against 
assessable income. 


Exempt Income 


The present exempt income principally consists of :— 
(a) income from gold mining; 
(b) interest on certain Government loans; 
(c) ex-Australian dividends, and other ex-Australian income 
which is taxed abroad. 


Where a taxpayer sustains a loss in carrying on a business or 
otherwise, he is entitled to set off that loss against other assess- 
able income derived by him in the same year, and his right to do 
so is not curtailed by the presence of exempt income in that year. 

For example: A taxpayer has made a loss on his business of 
£400. His net income from rents, etc., amounts to £1,500. His 
exempt income is £300. In these circumstances the exempt income 
cannot be brought into account to reduce the deductible loss, and 
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his taxable income is therefore £1,100. The reason therefor is 
that, through the operation of other sections of the Commonwealth 
Act, the total assessable—i.e., gross—income derived from the 
business and from rents, etc., must be grouped together, and the 
whole of the deductible expenses of the business, together with 
those incurred in gaining the rents and other property income, 
must all be deducted from “the total assessable income,” leaving 
a taxable income of £1,100 as above. Section 26 does not over- 
ride these other sections. The position is the same under the 
Uniform Bill. 

I have been informed that the above statement of the law is 
not in accordance with the practice of the Commonwealth Depart- 
ment in all States. 

If, however, the result had been a minus quantity, the exempt 
income would then be brought into account to eliminate or reduce 
the amount of a business loss to be carried forward to subsequent 
years. For example, if the result had been a loss of £1,100, the 
£300 exempt income would have to be brought into account, and 
the taxpayer would only be entitled to carry forward £800. 
Although this is the practice of the Department, S.26 of the 
present Act is so shockingly worded that there is even a doubt on 
this score. 

Clause 80 (1) of the Commonwealth Bill sets at rest any doubt 
in this connection. It clearly provides that a loss shall be deemed 
to be incurred in any year where the allowable deductions exceed 
the assessable income and the net exempt income of that year, the 
amount of the loss being the amount of such excess. In carrying 
forward such a loss into subsequent years in which exempt income 
is derived, the deduction is to be made successively from the net 
exempt income and from the assessable income. 


Royalties Paid to a Non-resident 


A new provision has been inserted in the Uniform Bill, viz. :— 

257.—(1) Every person who is liable under any contract to pay money 
as or by way of royalty to a non-resident shall, before making any pay- 
ment to or on behalf of that non-resident, furnish to the Commissioner 
a statement of the amount of royalty due to the non-resident, whether such 
royalty became due either before or after the passing of this Act, and ascer- 
tain from the Commissioner the amount, if any, to be retained in respect of 
tax due, or which may become due, by the non-resident. 

(2) The last preceding Section shall apply in respect of payments of 
royalty referred to in this Section. 

The Commonwealth Treasurer states that difficulty has been 
experienced in the past in issuing assessments and collecting the 
tax on royalties received by non-residents from persons in Aus- 
tralia. Large sums are paid to non-residents in respect of royalties 
on copyrights, machinery, etc., used by taxpayers in Australia in 
the production of their income. These royalties form part of the 
manufacturing expenses of the taxpayer using that machinery, 
etc., and are frequently not shown separately in the accounts sub- 
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mitted to the Department. Clause 257 will ensure that particulars 
of royalties payable to non-residents are notified to the Commis- 
sioner, so that where tax is payable assessments may be issued. 


Contracts to Evade Tax 


S.93 of the Commonwealth Income Tax Assessment Act pro- 
vides as follows :— 

Every contract, agreement, or arrangement made or entered into, in 
writing or verbal, whether before or after the commencement of this Act, 
shall, so far as it has or purports to have the purpose or effect of in any 
way, directly or indirectly— 

(a) altering the incidence of any income tax; or 
(b) relieving any person from liability to pay any income tax or 
make any return; or 
(c) defeating, evading, or avoiding any duty or liability imposed on 
any person by this Act; or 
(d) preventing the operation of this Act in any respect; 
be absolutely void, but without prejudice to its validity in any other respect 
or for any other purpose. 

In de Romero v. the Executors of Hordern’s Estate (2 A.T.D. 
105), decided by the High Court in 1932, the testator had cove- 
nanted in a separation deed to pay his wife the clear annual sum 
of £10,000 free from all State income tax, and to refund and repay 
to her any such tax which she might pay in respect of such 
annuity. An action brought by her against his executors to recover 
an amount of tax paid by her was dismissed on the ground that 
the covenant was one to alter the incidence of tax, and was there- 
fore void. 

The Commonwealth Treasurer states in his Explanatory Memo- 
randum that the present Section operates in a manner which was 
not intended. As a consequence, the words “as against the Com- 
missioner, or in regard to any proceeding under this Act” have 
been inserted after the word “void” in the amending Bill, Clause 
261. Contracts between parties for one or the other to bear the 
tax will, therefore, be void only so far as the taxation authorities 


are concerned. 


: Income Tax Appeals 


From our New South Wales correspondent :— 


In an official statement published by the Taxpayers’ Associations 
of New South Wales, Victoria and Queensland, attention is 
drawn to the proposal of the Federal Government to abolish the 
Federal Board of Review. The proposal, according to the above- 
mentioned statement, strikes a blow at rights which the taxpayers 
have enjoyed for the last 14 years, and various organisations 
representing the majority of taxpayers are vigorously opposed to 
the suggestion. The fact that the number of appeals to the Board 
of Review is five times as great as the number of Federal appeals 
taken to the Supreme Court and to the High Court is regarded as 
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some evidence that the purpose for which the Board of Review 
was established in 1922—that of enabling taxpayers to appeal 
from any decision of the Commissioner with the minimum of 
expense and delay—has been adequately fulfilled. The value of 
the Board is more obvious when it is realised that the great bulk 
of taxation appeals relate to disputed matters of fact and not of 
law. Experience has shown that a tribunal of this nature is more 
suitable for the majority of such appeals than is a single Judge. 

At a meeting of the New South Wales Divisional Council of 
the Commonwealth Institute of Accountants, held on March 31, 
it was resolved to link up with the Taxpayers’ Association of New 
South Wales, the Council being in accord with that Association in 
the view that, if the Commonwealth and several State Govern- 
ments favour the idea of a special Court of Appeal, then the func- 
tion of such a tribunal should be that of hearing appeals from 
the Board of Review. This system would then bring the present 
system into line with the English system, and would, it is thought, 
be much more acceptable to taxpayers generally. 


Allowance of Rates and Taxes 


The Royal Commission on Taxation recommended that a deduc- 
tion in respect of the above items should be granted only when 
they are paid in respect of property used for the production of 
income. This would deny to taxpayers the deduction under the 
present Commonwealth Act of rates and taxes on private resi- 
dences and other non-income producing property. Even though 
the rejection of this recommendation was a departure from unifor- 
mity, Mr. Casey stated in the House of Representatives that the 
Government considered that the Commonwealth was properly 
bound to allow the deduction for all rates and taxes of a State, 
having regard to the fact that the States were first in the income 
taxation field. It was considered that taxpayers should not be 
regarded as liable for Commonwealth income tax upon money 
that had already been paid out in rates and taxes in a State. 

As a consequence, the Commonwealth Bill, Clause 72 (1), pro- 
vides as follows :— 

(1) Sums paid in Australia by the taxpayer in the year of income for 
rates which are annually assessed or for State or Federal land tax or for 
State income tax (other than taxes which are deductible under Section 
17 of the Estate Duty Assessment Act 1914-1928), for which the taxpayer 
is personally liable, shall be allowable deductions. 

The following is a summary of the allowances in respect of 
rates and taxes under the State Bills :— 


N.S.W. Clause 82 (1).—The allowance is limited to sums 
paid by the taxpayer in the year of income for— 
(a) Rates, 
(b) State land tax, 
(c) Federal land tax, 
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to the extent to which they are charged or levied in respect of 
property held by the taxpayer for the purpose of producing 
assessable income. 


Victoria Clause 76.—The allowance is the same as under the 
N.S.W. Bill, with the addition that taxpayers can claim a deduc- 
tion for Victorian unemployment relief tax paid. No allowance 
is permitted in respect of any other income tax. 


Queensland Clause 29 (17) (a) and (c).—These provide as 
follows :— 

(a) Sums paid by the taxpayer in the year of income for rates or for 
State or Federal land tax, where the taxpayer is personally liable for those 
rates or taxes, shall be allowable deductions. 

(c) Sums paid by the taxpayer for any income tax (other than unem- 
ployment relief tax) shall not be allowable deductions. 


South Australia Clause 86 (1).—The position is the same as 
under the N.S.W. Act, with the exception that State land tax 
is not included as a deduction. 


Tasmania.—Section 48 (1) and (2) provide :— 

(1) Sums paid in this State by the taxpayer in the year of income for 
rates, or for State or Federal land tax, shall, to the extent to which they 
are charged or levied in respect of property proved to the satisfaction of 
the Commissioner to have beeen held by him during the year of income for 
the purpose of producing assessable income from rental of such property 
or from any business carried on thereon, be allowable deductions. 

(2) All amounts for which the taxpayer is personally liable, and which 
are paid by the taxpayer by way of special income tax imposed under Divi- 
sion 1 of Part V shall be allowable deductions, but no deduction shall be 
allowed under «his provision in respect of the income of any company or 
in respect of the calculation of income for the purpose of ascertaining the 
special income tax payable under Part V. 


All the Bills contain a provision that where a taxpayer in the 
year of income receives a refund of any amount paid for rates or 
taxes which has been allowed or is allowable as a deduction to 
him in any assessment for income tax, his assessable income shall 
include the amount refunded. 


Members of Parliament 


In the golden age, legislators who incurred the displeasure of 
their rulers received scant consideration. In these debilitated days 
all is changed for the worse, and the Uniform Bill marks another 
step in this retrograde direction. It allows as a deduction not only 
the election expenses borne by a successful candidate, but also 
those of a retiring member seeking re-election, whether he be suc- 
cessful or not. In due time a defeated member will receive a 
handsome life pension, and a gold pass on all helicopter lines. 

The present practice of the Commonwealth Department is to 
allow a deduction, in the year of election, of election expenses, not 
in excess of amounts prescribed by the electoral laws, incurred by 
successful, but not by unsuccessful, candidates for Parliament. 
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Public Officer of Company 


S. 88 of the Commonwealth Act provides that every company 
which carries on business in Australia shall at all times be repre- 
sented by a person residing in Australia. 

Clause 253 of the Uniform Bill provides that every company 
carrying on business in Australia, or deriving in Australia income 
from property, shall at all times, unless exempted by the Commis- 
sioner, be represented by a public officer being a person residing 
in Australia. 

Ex-Australian companies which invest in Australian Consoli- 
dated Loans, shares, etc., will therefore require either to appoint 
a local public officer or to obtain an exemption from the Depart- 
ment. 


Child Allowance — Queensland 


Mr. R. H. Lyster, a.F.1.a., writes :— 


“In your March, 1936, issue there is an explanation, under the 
Taxation Section conducted by Mr. J. A. L. Gunn, of the deduc- 
tions allowable for children in Queensland, and on page 85 the 
following example is given :— 


Net income £790. Two children under 16 years. 


£129 — 20 6 _ e095, 
“In this case the allowance fo the taxpayer in respect of the two 
children is £95. 
“It seems to me that a clerical error has been made with this 
example, and it should have read :— 
790 — 640 


“If my contention is wrong I would appreciate your advice on 
the matter.” 

Mr. Lyster is quite correct. In my example I showed an abate- 
ment of £25, but as there were two children the abatement should 
be £50, so that the allowance is £70. I apologise for the error 
and thank Mr. Lyster for its correction. 


Tax Plea in Rhyme 


Two years ago the Sydney Sunday Sun announced a sonnet 
competition, the subject chosen being “The Income Tax.” In 
commenting on it in the Commonwealth Journal I remarked that 
poets, by reason of the paucity of their incomes, never concerned 
themselves with such a tax. Recently, however, a pathetic appeal 
for an extension of time was addressed to the Victorian Com- 
missioner by a taxpayer, turned poet :— 

D 
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“My friend, if I may call thee friend, 
Who yearly through the post doth send 
That interesting billet doux 
Which says that income tax is due, 

I really find it very hard 

To thank thee for thy New Year card. 
Now though my taxes I'd not shirk, 
I’ve still a lad who’s out of work, 
And as my family older grows, 

So with them, grow financial woes, 
And though my album’s looking gay 
With all the stamps I’ve put away, 
It needs another page or two 

To see the business nicely through. 
And so the object of this rhyme 
Is just to seek some further time 

In which I may the stocking fill 
To liquidate your bill.” 


Mr. Chenoweth’s reply was as follows :— 

“My friend, for this I’ll call thee friend, 
Your metric plea my heart to rend 
Quite proves a slip, for many more 
Load up my desk with troubles sore. 
If heed be paid to all their woes, 

The State’s deficit larger grows. 
Still, penury that breeds such wit 
Must really have an answer fit. 

Till end of March, we'll let it pend, 
Then cash and stamps together send.” 


The Question Box 


ENGLISH INCOME TAX RELIEF 

Question 

C.F. (Sydney) asks: “A client, who has resided in New South 
Wales for the past ten years, has an income of about £1,000 
(Australian currency) per annum from an English estate. This is 
his sole income. Since July 1, 1929, this English income has been 
subject to Unemployment Relief Tax, now Special Income Tax. 
As the income has also been subject to tax in England, can the 
taxpayer obtain any relief in respect of this double taxation from 
the British and/or the New South Wales Government ?” 


Answer 

The taxpayer cannot get any relief from the New South Wales 
Government, but he is entitled to a substantial refund from the 
British Government. The taxpayer is entitled to Dominion 
Income Tax Relief up to half the British rate of tax. The follow- 
ing example will make the position clear :— 
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In the current year the New South Wales Special Income Tax 
on £1,000 would amount to £39/3/4, or say, £40 
The Dominion Rate is therefore :— 


240 x 40 ; , 

O00 = 9-6d. in £ 
Income doubly taxed . .. .. +» £1,000 Australian 
Equal to .. .. ee £800 English 
Rebate, £800 @ aie £32 English 


Or - £40 Australian 

The whole of the New South Wales Special Income Tax paid 
on the doubly-taxed English income is therefore due to be refunded 
by the United Kingdom Inland Revenue Department, i.e, assum- 
ing that the United Kingdom rate of tax was in excess of 19/2 
in £, which is almost certain to be the case. 

Retrospective Claims 

The United Kingdom’s year ends on April 5, whereas the Com- 
monwealth year ends on June 30. The Inland Revenue Depart- 
mental regulations lay down that the Dominion year to be 
considered as relating to a United Kingdom year is the Dominion 
year of tax ending immediately prior to the United Kingdom year. 
Thus the rate of New South Wales tax to be considered in a claim 
for United Kingdom relief for the year 1930-31 (i.e., the year 
ended on April 5, 1931) would be the rate of New South Wales 
tax paid for New South Wales tax year 1929-30 (i.e., year ended 
June 30, 1930). 

The time limit within which claims may be lodged with the 
Inland Revenue Department is six years from the close of the year 
of assessment, e.g., claims for year ended April 5, 1931, must be 
lodged before April 5, 1937. The taxpayer is therefore entitled 
to a refund of the whole of the New South Wales Unemployment 
Relief and Special Income Taxes paid by him from the inception, 


about £240. 
MINIMUM TAX 

Question 

C.M.G. (Vic.) asks: In the case of an absentee taxpayer 
whose income includes dividends and who is only liable to the 
minimum Federal Income Tax of 10/-, is it correct for the rebate 
under Section 16 AB of the Income Tax Assessment Act to be 
deducted from the minimum tax (see Section 4, sub-section 4, 
of the Income Tax Act)? 

The following examples show the different methods employed 
by the two Taxation Departments in Melbourne :— 





(1) Amount of tax as per Form 8 (b) .. .. .. .. .. .. #0 31 
Seecial property tax, 5% on £5 .. .. .. .. .s  « @ § 6 
£0 811 

Deduct Rebates, Section 16AB .. .. 0 311 
2 5 : 


Total amount payable . 
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(2) Amount of tax as per Form 8 (b) .. .. .. .. .. .. 49 311 
Special Property Tax, 5% on £ .. .... .... .- «5 O § @ 
0 811 
Minimum Tax .. Re Ss AG wk, aS do Sep 
Deduct Rebates, Section 16AB Sek, <a <S2, nook oie dis’ ae 
I IR is os te ce ne cal dc ae ee We oe ee § 

Answer 


S. 4 (4) of the Commonwealth Income Tax Act, No. 50, of 
1935, provides as follows :— 


“Notwithstanding anything contained in the last three preceding 
sub-sections, where the amount of income tax which a person 
would, apart from this sub-section, be liable to pay is less than ten 
shillings, the income tax payable by that person shall be ten shil- 
lings.” 

I am of opinion that (1) is the correct method of assessment, 
and that the tax payable is therefore 10/-. A shareholder is 
entitled, by S. 16 AB of the Assessment Act “to a rebate in his 
assessment,” and in determining the rate of rebate Special Property 
Tax is not to be taken into account—Sub-section (2). The proper 
order of calculation appears to be :— 








Taxable income, £5 @ 9-4d. in £ } es = ee 
Less rebate—S. 16AB .. . ea mS 
ee Pe: eee ee ee re ie 
“The amount of income tax” is .. reer ee 





The minimum tax of 10/- therefore sities 
There are other circumstances where the final result will not be 
the same, viz. :— 


Example (a) 

If the taxable income of £5 were interest on Bank Fixed 
Deposit from which the Bank had deducted tax under S. 20 (2) 
at 1/- in the £, I am of opinion that the assessment should be :— 








Taxable income, £5 @ 9-4d. in £ Guage a in ne, ee ae 
Special Property Tax @ 5% .. .. nw eee 
Total tax payable (except for S. 4 (4) of Rating Act) .. 0 8 11 
Therefore the minimum tax applies, viz. .. ee, 
Less amount deducted by Bank—S. 20 (2) ue we a ae 
I air 16.0? oes ck ks oo RR RE eae ae ee 





The fourth proviso to S. 20 (2) of the Assessment Act reads as 
follows :— 


“Provided further that where a company pays tax under this 
sub-section on any interest and that interest is also included in the 
assessment of the person to whom it was paid or credited, the 
proportionate amount of tax paid by the company in respect of the 
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interest shall be deducted from the total tax payable by that 
person.” 


It is submitted that “the total tax payable” in the above example 
is 10/-, and that the taxpayer is entitled to a deduction therefrom 
of the 5/- paid by the bank. 

Example (b) 
Taxable income, £8, fixed Cee | interest, .@s 9.4d. in £ 





(average rate) . £0 6 3 
Special property tax @ 5% . eer ae. ok 
Special tax payable (as this exceeds 10/-, S. 4 4 Suing 

Act does not apply) . 014 3 
Less amount deducted by Bank (S. 20 (2)) . em FF 
I eo in ein Gb “Se we a6 EN 66 Sa Sa ce Ee Ce SS 





It will be noted that in both examples the amount deducted by 
the bank exceeds the normal tax payable; nevertheless it is sub- 
mitted that the “amount of tax paid” by the bank must be deducted 
from the “total tax payable” by the absentee taxpayer. 


BOARD AND LODGING 

Question 

H.P.R. (South Australia) writes: It appears that while an 
employee is forced to account for the value of food, etc., received 
from the employer as at £1 per week the employer can only deduct 
15/- per week, and this although his employees occupy rooms 
which might otherwise be used more profitably, e.g., a boarding- 
house keeper. Is there any explanation to account for this 
apparently unjust ruling? 


Answer 

I think it will be found that the difference lies in the value of 
the “quarters” provided by the employer. In New South Wales 
the value of quarters to an employee in the class of case cited by 
querist, is fixed at 5/- a week, and it is presumed the same applies 
in South Australia. 

With regard to the employer, if he owns the premises he cannot 
claim any deduction for that portion used by his employees. If a 
deduction were claimed he would have to raise an income of an 
equivalent amount. If the employer rents the premises he will 
claim the full rent as a deduction, returning as income the rental 
value of that portion of the premises used by him as a residence. 
The net effect is that the employer will claim the rent paid by him 
for that portion of the premises used for business purposes, includ- 
ing the rooms occupied by the employees. S. 23 (1) (f) of the 
Commonwealth Act permits a deduction of “the sum actually 
expended . . . for food and for rent of quarters provided for an 
employee.” 

With regard to employees the value of quarters is the value to 
the employee, and, as previously stated, the conventional sum to be 
returned as income for quarters is 5/- per week. 
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Under the present Commonwealth law an employee is not 
required to return any amount as income for residence or quarters 
unless a specific deduction on that account is made from his salary 
or wages, or unless the employee has the right to let the premises 
and thus convert the advantage into money. Under the Com- 
monwealth Bill now before the House, Clause 26 (e) proposes to 
amend the law, and employees are to be assessable in respect of the 
“value to the taxpayer of all allowances . . . given or granted to 
him in respect of .. . any employment . . . whether so allowed in 
. .. the use of premises or quarters or otherwise.” If the Bill is 
passed in its present form the new provision will apply to income 
derived on and after July 1, 1935. In the Commonwealth 
Treasurer’s Explanatory Memorandum it is stated :— 

“It is to be noted that the value to be assessed is the value to 
the taxpayer. In the case of a residence this would normally be 
the annual rental value. In the absence of evidence of rental value 
a reasonable percentage of the capital value would be adopted. 
If a residence in excess of the requirements of the employee were 
provided, the full rental value would not be assessed, but only the 
amount which presented the value to the employee. In regard 
to quarters the value fixed under arbitration awards will, generally 
speaking, be adopted.” 





Bankruptcy Section 
Edited by A. H. OUTHWAITE, F.c.a. (aust.) 


RECENT CASES 
FAMILY CLAIMS FOR WAGES 


One of the most difficult of discretions which a trustee is called 
upon to exercise is the determination of the bona fides or otherwise 
of claims by members of a bankrupt’s family for wages during 
alleged service in his employment prior to bankruptcy. Many of 
these claims are genuine, failure to pay the wages claimed being 
due to a loose arrangement between parent and children that the 
wages will be paid “when the business can afford it” or to that 
effect. Notwithstanding any indefinite condition of this kind, pay- 
ment of the wages at not less than award rates is enforceable at 
law, and consequently a proof of debt founded upon failure or neg- 
lect to pay is properly admissible subject to any proper set-off for 
the value of keep of the claimant or other benefit in his favour pro- 
vided by the bankrupt. 

Frequently, however, these claims are without foundation and 
are put forward as a last resort to save something from the wreck 
for the bankrupt’s family, and the trustee finds himself in the 
difficult situation of having to determine the bona fides or other- 
wise of a claim of which he may have good reason to be suspicious, 
but which is made on oath and is, of course, supported by the 
bankrupt himself. A bogus claim of the kind was recently rejected 
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by a trustee in Western Australia, and was summarily dealt with 
by His Honour the Chief Justice of that State upon appeal by 
the claimant against the trustee’s rejection of the proof. The 
following is a full report of His Honour’s judgment :— 


“Re Assigned Estate of Rose Louisa Duball 
“Before His Honour the Chief Justice—3rd April, 1936 


“Judgment 


“This is an appeal against the rejection of a proof by the Trustee 
in the Assigned Estate of Rose Louisa Duball, trading as F. 
Duball and Company. 

“The proof originally was for £524/15/-, but that has been 
reduced to £465/5/- by the abandonment of two items—of 
£52/10/- and £7 respectively. Of the claim for £465/5/-, 
£302/7/1 is for wages and £162/17/11 for loans. 

“The claim for wages rests entirely upon what purports to be 
a Contract of Service between the debtor and her son, the appellant. 
The agreement was entered into on the 18th of June, 1935. It was 
prepared on the instructions of the appellant, and by Clause 2 of 
the agreement it was provided that the debtor should employ the 
appellant at a wage of £7 a week, and that the wage so fixed should 
be deemed to have been payable from the Ist August, 1933—that 
is two years previously. 

“By the following clause it was witnessed that the wage so fixed 
was in arrear to the extent of £264, that being a portion of the 
£307 odd which is now being claimed. 

“Now, was that a genuine document? In my opinion it was not. 
I am satisfied it did not, and‘was not intended to, represent the true 
relation between the parties. It was entered into at the time when 
the business of the debtor was clearly heading for the rocks. It 
was not acted upon, or intended to be acted upon as long as the 
business was kept going, but was entered into for the sole purpose 
of being used in support of a bogus claim for wages in the events 
which have happened in this case. 

“I think, therefore, that the Trustee was quite correct in reir-.ting 
this claim of £264. 

“As regards the balance of the claim for wages, that is, 
£38/7/1, the appellant has failed to produce any satisfactory evi- 
dence in support of that claim, and that also, I think, is rightly 
rejected. 

“As to the claim for moneys lent, £162/17/11, that was sup- 

rted by more or less satisfactory evidence, but from that there 
should be deducted the sum of £60 being the amount that was paid 
by the debtor as a deposit on a motor car purchased by thq appel- 
lant in July, 1935. I cannot accept the evidence of the ajppellant 
that that payment of £60 was a repayment of money len} to the 
debtor some eight or nine years previously. Especially it is, impos- 
sible to accept that statement, I think, in view of the fact that the 

appellant is claiming on this proof to have lent to the debthr sums 
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amounting to some £56 odd in the following month, that is, in 
August of 1935. 

“In the result, therefore, I think this proof of debt should be 
allowed at the sum of £102/17/11. 

“Costs allowed to the appellant. 

“Trustee’s costs, as between solicitor and client, to be paid out 
of the Estate.” 


ORDER OF PRIORITY OF DISTRIBUTION 


At the same sitting, His Honour made it perfectly clear that no 
agreement between the debtor and any creditor nor any special 
circumstances under which any particular debt was incurred, even 
if other creditors have knowledge of such special agreement or 
circumstances, can, in the event of the debtor’s bankruptcy, inter- 
fere with the order of priority of distribution laid down by Section 
84 of the Act. The matter came before His Honour upon an 
application by the trustee in the assigned estate of E. A. Ralph 
for directions as to whether certain claims for goods admittedly 
supplied upon a P.C. (presumably prime cost) basis were under 
the special circumstances of the case payable in priority to other 
claims. 


His Honour’s judgment is fully reported as follows :— 
“Re Assigned Estate of Eric Aubrey Ralph 
“Before His Honour the Chief Justice—3rd April, 1936 


“Judgment 


“This is an application for directions by the Trustee of the 
Assigned Estate of Eric Aubrey Ralph. 

“The debtor entered into a contract for the construction of a 
house, and in carrying out that contract had incurred a number of 
debts to traders, including some in respect of goods supplied in 
connection with what are known in building contracts as P.C. items. 

“When the contract was completed, disputes arose between the 
debtor and the building owner, and under the terms of the con- 
tract, the matters in dispute were referred to arbitration. The 
arbitration resulted in an award of £637/2/9 in favour of the 
debtor, and as that sum was insufficient to enable him to pay his 
debts in full, ‘he very properly called a meeting of his creditors, 
and at that meeting a resolution was carried that he should assign 
his estate to the Trustee, the applicant in these proceedings. Practi- 
cally the only asset in the estate was the amount of the award, and 
that, as I have said, was insufficient to pay the creditors in full. 
In those circumstances those creditors whose debts have been 
incurred in connection with the P.C. items claim that their debts 
should be paid in full, in priority to the other unsecured creditors. 
That is the question on which the Trustee requires directions. 

“Now, it is obvious that the mere fact that the debts were 
incurred in connection with P.C. items does not entitle the sup- 
pliers of those goods to payment in full, in priority to other 
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creditors. In fact, in the absence of any other circumstances, if 
debtor, unable to pay all his creditors, had treated the P.C. 
creditors preferentially, those payments might have been set 








ide 


as fraudulent preferences. However, the creditors who claim pay- 
ment in priority, rely upon Clause 16 of the specifications and ypon 
the assurances of the Architect given at the time or before they 
supplied the goods, that that clause would protect them and enpure 


payment of their claims in full. 
“Clause 16 reads as follows :— 
“ ‘Final certificate will not be issued until Architect rec¢ 


ives 


written certificate from contractor that he has paid all {sub- 
contractors and wages in full, and that all P.C. items have been 


paid for in full.’ 
“Now, at most, that is a term of the contract between the de 


btor 


and the building owner. It could have been waived by the building 


owner, and in fact, went by the board when the matter was refe 


rred 


to arbitration. I am not concerned with the position betwee the 


creditors in connection with P.C. items and the Architect, 


but 


whatever that position may be it is, I think, clear that Clauge 16 
cannot avail those creditors in support of their claim for payment in 
priority to the other creditors, or operate to defeat the claims of 
the other trade creditors to share in the estate of the debtor in 


accordance with the provisions of the Bankruptcy Act. Therd 
be a direction to the Trustee accordingly. 
“Trustee’s costs to be paid out of the estate.” 


THe Currous Case oF JAMES Bray 


will 


Recent proceedings before the Bankruptcy Court in Sydnpy in 
the matter of James Bray, a bankrupt—but by no means an jnsol- 


vent—must surely be unique in the annals of bankruptcy. 


The 


estate was sequestrated in the year 1929 and the proved febts 


amounted to £182/2/-. After payment of this modest total in 
the Official Receiver found himself with the quite substh 
surplus of £4,455 in hard cash. One is disposed to speculate 
is was that Mr. Bray sought the protection of the Bankruptcy 
in the first instance, as he might surely have raised the wind 


full, 
ntial 
why 

Act 
with 


some Bank or other enterprising lender who would take the }port- 
ing risk of an advance of £182/2/- against assets showjng a 
surplus of £4,455. It may have been that Mr. Bray hanker#d for 
the thrill of a passage through the Bankruptcy Court and wisl}ed to 
proclaim amongst his friends that he had done the trick. His Hpnour 


Mr. Justice Lukin has more than once expressed the viev 
bankruptcy as a condition involves no stigma of any kind, 


that 
and 


possibly Mr. Bray took an even stronger view and actually a}pired 
to that condition. Or it may be that he simply overlookdd the 
popular expedient of borrowing from Peter to pay a pressing} Paul. 
Any of these sound solutions may have accounted for this 4ppar- 
ently peculiar sequestration, but nothing that the write 
suggest will explain Mr. Bray’s subsequent behaviour. 
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It appears that since the year 1930 the Official Receiver has 
begged, desired, demanded of Mr. Bray that he should come for- 
ward and apply for annulment of the sequestration so that the 
Official Receiver may rid himself of this incubus of £4,455. But 
all to no purpose. This bankrupt with a surplus of £4,455 and a 
further £7,000 said by Counsel to be waiting for him in the Equity 
Court remains discreetly hidden behind the shelter of a G.P.O. 
address and declines to take a penny from either Court. The 
Official Receiver, however, was not to be denied. At his wits’ end 
to divest himself of a bankrupt’s wealth, be procured a direction 
from the Court that he was “an interested party”—on the ground 
apparently that he had no interest in the surplus—and that as 
such interested party he was himself entitled to apply for annul- 
ment of the sequestration. The application was duly made and the 
annulment order granted, so that the Official Receiver is technically 
rid of his Old Man of the Sea, as the surplus now belongs to the 
ex-bankrupt. But though the law may have declared that Mr. 
Bray is now the owner, that does not mean that he can be compelled 
to take what is his, and it would seem that the Official Receiver is 
not yet over the hurdle of disposal of the fund. It was held by the 
Court that he could pay the money into “a Bank” to the credit of 
Mr. Bray’s account, but it may well be that the Bank may decline 
to receive money for a customer who has so persistently refused to 
personally accept the cash. 

It is curious that throughout the proceedings as reported by the 
Press no reference was made to Section 208, which directs a 
trustee to pay any unclaimed moneys into the prescribed account 
at the Treasury. The Official Receiver, as trustee of this estate, 
might, by payment of the surplus into the Treasury, have avoided 
the cumbersome annulment proceedings and at the same time 
effectively got rid of his surplus. That is assuming that a surplus 
of which a bankrupt declines to take the benefit constitutes un- 
claimed money within the meaning of the Section. Section 118 
deals with the question of a bankrupt’s right to any surplus as 
follows :— 

“The Bankrupt shall be entitled to any surplus remaining 
after payment in full of his creditors, and of the costs, charges, 
and expenses of the bankruptcy.” 

In view of this explicit provision, it is difficult to regard the 
surplus in this remarkable case in any other light than as unclaimed 
money within the meaning of Section 208, but as the bankruptcy 
has now been annulled, the expedient provided by the Section is 
presumably no longer available. 


LANDLORD'S PRIORITY FOR RENT 

In an address by the writer re-printed in the March issue of 
this Journal, it was mentioned that a landlord’s priority for rent 
did not extend further than the value of goods on the premises at 
the date of sequestration upon which the landlord could have dis- 
trained if the sequestration had not intervened. A Sydney corre- 
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spondent has pointed out that as distress for rent has been abolithed 
by law in New South Wales, the indirect effect is that the lancjlord 
in that State is precluded from a benefit enjoyed by landlords in 
other States. This curious indirect effect of State law upor! the 
paramount Commonwealth Act was pointed out by the writ¢r at 
the conclusion of his address in answer to a question from the 
audience, but was not mentioned in the written part of the address 
re-printed in the Journal. The thanks of the writer are dye to 
our correspondent for drawing attention to the matter for pul}lica- 


tion. 





Students’ Section 
Edited by O. R. MacDONALD, a.t.c.a. 


Diary of Forthcoming Lectures, etc. 


The various Societies sponsoring these meetings extend a cdrdial 
invitation to all readers to be present. Admission is free. 


VICTORIA 


May 27—“Bookkeeping Solutions.” E. Pyke, Esq., F.1.c.a. 
Commonwealth Accountants’ Students’ Society 








June 1 
» 15} Statistical Group. 
29 


” 


Commonwealth Institute Post-Graduate Study Group 
June 3—“Reports for Executives.” M. V. Anderson, | Esq. 
B.COM., F.1.c.A. (Lecturer in Cost Accounting,} Uni- 

versity of Melbourne). 
Commonwealth Accountants’ Students’ Society 
June 15—“Bookkeeping.” R. Adamson, Esq., A.F.1.A., etc. (Edi- 
torial Manager, Hemingway & Robertson Pty. (td.). 

Public Accountants’ Students’ Society 

June 24—Annual Meeting and Mock Company Meeting. 
Commonwealth Accountants’ Students’ Society 
Unless otherwise announced, meetings are held at the follbwing 
places :— 
Commonwealth Accountants’ Students’ Society, Cqlonial 

Mutual Life Building, 314 Collins Street, Melbourne. 

Public Accountants’ Students’ Society, Board Room, (ollins 
Gate, Collins House, 360 Collins Street, Melbourne. 


QUEENSLAND 
Meetings of The Accountants and Secretaries’ Educitional 
Society (Incorporated). 


























June—“The Prospectus.” L. McPherson, Esq. (Hemingway & 


Robertson Pty. Ltd.). 
Australasian Institute of Secretaries evening 
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July—“Debentures.” W. L. Trewern, Esq. 
Commonwealth Institute of Accountants evening 


Aug.—“Co-operation between the Accountant, Secretary and 
Auditor.” Meeting arranged by Hemingway & 
Robertson Pty. Ltd. 


Sept.—Subject to be arranged. A. W. Fadden, Esq. 

Unless otherwise notified, meetings are held in the rooms of the 
Institution of Engineers, Empire Chambers, corner Queen and 
Wharf Streets, Brisbane. Definite dates of meetings may be had 
from the Secretary, Mr. T. H. Bailes, F.F.1.4., 400 Queen Street, 
Brisbane. 


Commonwealth Accountants’ Students’ Society 


VICTORIAN DIVISION 
Forthcoming Meetings 

On Wednesday, May 27, Mr. E. Pyke, F.1.c.A., will submit model 
solutions to the Bookkeeping papers of the Intermediate examina- 
tion of the Commonwealth Institute of Accountants, and will 
explain the principal points in their working. 

On Wednesday, June 3, Mr. M. V. Anderson, B.coM., F.1.C.A., 
Lecturer in Cost Accounting, University of Melbourne, will lecture 
on “Reports for Executives.” 

The subject is one of much importance, and is one on which 
information is not readily obtainable. Mr. Anderson can be relied 
on to supply an original treatment of the subject, embodying the 
results of the most recent experience and research and with little 
regard to conventional arrangements of facts and figures. 

The date of the Annual Meeting has been tentatively fixed for 
Wednesday, June 24. The Annual Report and Accounts for the 
financial year ended April 30, 1935, will be circulated to all mem- 
bers beforehand. 

Following the transaction of the business of the Annual Meet- 
ing, a Mock Company Meeting will be staged. A set of accounts 
for submission to this meeting is now in preparation, and should 
be available by the middle of June. Meetings of this type afford 
much entertainment, but their primary object is instruction. The 
accounts are being designed with this object in view, and it is 
intended to bring prominently before the audience some special 
points in Company Law and Accounts which will have an educative 
value. 

Annual Dance 

The Society’s Annual Dance will be held at the Ormond Hall, 
Moubray Street, Prahran (off St. Kilda Road), on Saturday, 
May 30. Following the customary practice, every member will be 
entitled to receive, on application, one complimentary ticket, while 
additional tickets may be had at 4/- each (including amusement 
tax). The arrangements as to orchestra, catering, etc., which have 
been so satisfactory in the past, will be repeated on this occasion. 
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NEW SOUTH WALES DIVISION 

The annual meeting of the Society will be held in the lounge of 
the Millions Club, 9 Lowe Street, Sydney, at 7 p.m. on Wednejday, 
May 27, 1936. Mr. H. J. Trist, F.1.c.a., General President of the 
Commonwealth Institute, will speak on “Accountants, Publiq and 
Non-Public—Their Place in the Realm of Commerce.” 


Industrial Inspection—N ewcastle 

Arrangements were made originally for a visit to Newcastje on 
February 26, but as that date clashed with the opening of the 
Newcastle Show, the trip was postponed until Wednesday, April 
1, when a party of members, led by the Hon. Secretary, jourpeyed 
to Newcastle and visited some of the largest industrial works 
there. 

Leaving Sydney early in the morning, they proceeded dir¢ct to 
the Broken Hill Pty. Co.’s steel works, where they were mpt by 
Mr. J. C. Pettit, a Vice-President and former Secretary qf the 
Society, who had handled the arrangements in Newcastle fqr the 
visit. 

The whole morning was spent at the steel works, and the party, 
in the short time at their disposal, saw a good deal of the vjrious 
stages in the manufacture of steel bars, etc., and also were ghown 
over the storeroom, where the systems of stowage and rqcords 
were thoroughly explained. 

The management of the steel works kindly provided lun¢h for 
the party in the staff restaurant, and this courtesy was very jmuch 
appreciated. 

After lunch the party travelled across to Rylands wire works 
and were shown the methods of drawing wire and of manufhcture 
of wire netting. 

The next place visited was the pipe works of Stewarts & 
Lloyds Ltd., where the party saw the method of manufacturing 
steel pipes. 

The last place visited was the factory of Electric Lamps Manu- 
facturers (A/asia) Ltd., where every stage of the manufacture 
and testing of electric globes was demonstrated and explained. 

In the evening the party entertained at dinner some of the local 
men who had helped with the arrangements, and at about 8 p.m. 
the return journey to Sydney was commenced. 

The members of the party found the trip interesting and enjoy- 
able, gaining a deal of valuable information therefrom. 

The Committee of the Society wishes to thank the ee 
of each firm visited for the courtesy and kindness extended] to the 
party, and it is hoped that another visit will be paid in the npt very 
distant future. 


1936 











Personal 

Mr. P. H. Dyson, the popular and energetic Secretary|of the 
Commonwealth Accountants’ Students’ Society (New South) Wales 
Division), recently entered into a life partnership, having taken 
unto himself a wife. 
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On the eve of his wedding, Mr. Dyson was the recipient of a 
presentation from his fellow-members of the staff of Hemingway 
& Robertson Pty. Ltd. 

We extend our congratulations to the happy couple, and take 
this opportunity of wishing them every happiness. 


Lecture on Banking, Finance and Foreign Exchange 


There was a large attendance at the meeting of the Society, 
held at the Millions Club Lounge, Sydney, on Wednesday, March 
25, when a lecture on Banking, Finance and Foreign Exchange 
was delivered by Mr. H. G. Magaard, a.B.1.a. 

The President of the Society, Mr. W. T. Charge, F.c.1.s., occu- 
pied the chair, and in introducing the lecturer, said :— 

“The introduction of this subject into the examinations of the 
Commonwealth Institute of Accountants is evidence of the grow- 
ing appreciation of the importance of a subject that is demanding 
attention from the best brains in the financial community. The 
position is admittedly a difficult one, for there are all kinds of 
factors which need to be taken into account. 

“As a result of an insistent demand for enquiries into the bank- 
ing and monetary systems of our country a Royal Commission is 
now engaged in hearing evidence. Whatever may be the findings 
of this Commission they are not likely to satisfy all parties, but 
the reports of the proceedings should be followed with the keenest 
interest. 

“So far the evidence presented has not been startling, but we are 
sure to get some interesting matter when professed monetary 
reformers are being heard. Whether we like it or not we are 
forced to take notice of local and world movements in the field of 
banking, finance and exchange. Though we may differ among our- 
selves about the measures that should be taken to ensure economic 
and financial stability—nationally and internationally—we cannot 
ignore the tremendous forces that are gathering strength and which 
may effect evolutionary and revolutionary changes. It must, of 
course, be remembered that there is no such thing as a set order 
in the affairs of money and banking, although in matters of detail 
there is much variation. In the bigger problems changes are con- 
tinually taking place, and at no period of history have such been 
operative as during the last few years. We therefore cannot ignore 
the movements or events as we find them pressing on us to-day.” 

Mr. Magaard said that the subject of his lecture was of such an 
all-embracing nature that it was impossible to cover the whole of 
the matters appertaining thereto within the space of an hour or 
so; he intended to touch on some of the highlights, and to endeav- 
our to make the lecture interesting. Extracts of the lecture are 
published elsewhere in this issue. 

At the conclusion of his address, Mr. Magaard intimated his 
willingness to answer questions relating to the subject under dis- 
cussion. 
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Several questions having been asked and answered, a hi 
vote of thanks to the lecturer was proposed by Mr. Yo 


seconded by Mr. Mellen, and carried with acclamation. 


Queensland 


The Accountants and Secretaries’ Educational Society 
(Incorporated) 


At a meeting held on March 11, Mr. E. A. Ferguson g 
lecture on “Report Writing.” 
The Annual Meeting of the Society was held on Wedn‘ 
April 8, and at the conclusion of the formal business Mr. 
Rose, A.F.1.A., of the tutorial staff of Lightband & Donaldso1 
Ltd., discussed the Bookkeeping papers set at the examinat 


last. 


The Public Accountants’ Students’ Society 


of Victoria 
April Meeting 
Considering the inclemency of the weather there was ¢ 


attendance at the April meeting of the Society held on Agfril 20, 


when Mr. R. E. Gregory gave a talk on Mercantile Law 
C. R. B. James, Vice-President, occupied the chair. 


The speaker gave particular attention to the Law of Contracts 
, that 
it is unwise, when writing to a debtor, to request that he|post a 
cheque in settlement was emphasised. “If such a reqfest is 
made,” said Mr. Gregory, “once the debtor puts his cheque in the 
post his liability ceases, notwithstanding the cheque may never 
reach its destination.” “It is the duty of the debtor to s¢ek out 
his creditor and pay him in legal tender, i.e., bank notes and coins, 
unless he is requested to do otherwise. If a cheque is thken it 
only acts as a conditional discharge, for if dishonoured, the priginal 


and raised many interesting points. The seldom-realised faft 


contract is revived.” 


By means of a narrative about a fictitious Melbourne [trading 
company Mr. Gregory brought in several illustrations of problems 
that arise in business, and are frequently asked by examiiers. 

At the conclusion of his address a hearty vote of thanks moved 


by Mr. Wynne was carried with acclamation. 


Ave a 


} Pty. 
on of 
the Federal Institute of Accountants (Incorporated) in Novpmber 
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Society of Accountancy Students 
SOUTHERN TASMANIA 


A meeting of the above Society was held at the “Imperiql,” Col- 
lins Street, Hobart, on March 25. The lecturer was Mr K. M. 


Dallas, B.Com., of the University of Tasmania. Mr. Dallas 
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for his subject “The Growth of Central Banking,” commencing 
from the first credit crisis of 1763, described the establishment of 
the Clearing House in 1775 and the use of the bank in settling dif- 
ferences by drafts, and traced the history of the English banking 
system up till the present time. 

The Australian system was then explained, and the functions 
of the banks during the recent financial crisis were mentioned. 

Those present took the opportunity of asking questions on diffi- 
cult problems, and these were answered by the speaker. 

The President, Mr. N. D. Daly, in thanking Mr. Dallas, em- 
phasised not only the tendency of the Accountancy Institutes to 
increase the scope of their syllabus in this direction, but also the 
necessity for every well-informed business man to have at least a 
working knowledge of the subject. 

The Committee of the above Society cordially invites all students 
or members of the various Accountancy, Secretarial and Costing 
Institutes to attend the lectures during the coming year. 


Annual Meeting 


The Annual Meeting, including the election of officers for the 
ensuing year, April 1, 1936, to March 31, 1937, was held at the 
“Imperial,” Collins Street, on Thursday, April 30, at 8 p.m. Those 
interested in the activities of the Society may obtain particulars 
regarding membership, etc., from the Hon. Secretary, Mr. D. J. 
Clark, c/o Adams and Bennetto, 119 Macquarie Street, Hobart. 


i The Rule in ‘‘ Allhusen v. Whittel ”’ 


An article on the above “rule” appeared in this Section in our 
issue of March 25. Our attention has been directed to Section 
46 of the Conveyancing (Amendment) Act 1930 (N.S.W.) which 
contains the following clause :— 


“Where, after the death of the deceased, income of assets 
which are ultimately applied in or towards payment of the 
funeral, testamentary and administrative expenses, debts and 
liabilities arises pending such application, that income shall, 
for the purposes of this section be deemed income of the 
residuary estate of the deceased.” 


The effect of this sub-section is to negative the operation of the 
“rule” in New South Wales in respect of persons dying after 
December 31, 1930, whether or not it is specifically barred by the 
will. All income received (subject to the provisions of the will) 
is distributable to the life tenant, and the intricate calculations 
necessary in other States are avoided. 

We thank those readers who have brought this matter to our 
notice. 
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The Practical Application of Foreign Exchange 


To understand the treatment of foreign exchange in bookke¢-ping 
problems, in examination papers and in actual practice, a kjnow- 
ledge of the fundamental principles is desirable. It is essentia] that 
the student should realise that the currency of each country jjs not 
fixed or constant in its relation to the currencies of other couritries. 
The law of supply and demand, if uncontrolled, may cause /daily 
fluctuations in the relative values of the monetary units ofj each 
nation. Just as a variation in the demand for any other comnjodity 
may cause its price to rise or fall, so will the value of a couftry’s 
currency fluctuate in the world market according to the demand 
there is for it—for payment for goods or services supplipd to 
persons outside that country, or for investment or loans of fgreign 
money within that country, etc. 

Speaking generally, there are two ways in which the fluctwation 
in value are checked. The first is the orthodox mode, which|reads 
somewhat strangely now, when we turn to the text-books of pre- 
war days, viz., that of the country with a declining currency| value 
contriving the necessary adjustment by exporting gold to fectify 
the position. Gold is the one commodity which no country will 
refuse to accept. All text-books that deal with foreign exqhange 
explain what happens, and it is not proposed to discuss it 4n this 
article. The disturbances to finance caused by the war ahd its 
aftermath have compelled so many nations to depart from the 
gold standard that this means of adjustment has been seiously 
interfered with, and with many countries it is quite impossi 

The second way is that of “pegging” the exchange, that jis, the 
arranging by the central bank (in Australia, the Commonprealth 
Bank) of a fixed rate of exchange, not subject to variation a} short 
intervals. This, which is the method at present in operafion in 
Australia in relation to English currency or sterling, 











practice was mainly confined to its export, as above-mentiohed, to 
adjust adverse balances causing a declining value in the cofintry’s 
currency. Now-a-days, for all practical purposes, it can pe dis- 
regarded as a possibility in many countries. Even in medieval 
days, the use of Bills of Exchange was frequent, and their qpplica- 
tion in international business transactions has become |almost 
universal. 

Thus, if a merchant in England supplies goods to a business 
house in Australia, the former will generally “draw” on hjs Aus- 
tralian debtor for the value of the goods. This means that/he will 
prepare a bill of exchange, in proper form, for the amount. He 
may send this to his agent, or to a creditor of his, or to any other 
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person, in Australia, who will present the bill for payment. In the 
majority of cases, however, the creditor will prefer that collection 
be made by his bankers, in England, and what actually happens is 
that the bank buys from him his bill of exchange (usually accom- 
panied by documents of title to goods, e.g., bill of lading, insurance 
policy). The bank, in effect, buys the right to a credit in Australia 
for the amount of the debt. The debtor will be called on to pay the 
equivalent amount in Australian currency on presentation of the 
bill according to its terms, e.g., “on demand,” “thirty days after 
sight,” etc. 

Alternatively, the debtor in Melbourne may remit the amount 
of his indebtedness by bank draft. This may well be the case if the 
goods were sent to him on consignment, or if for any other reason 
the definite amount of his debt could not be determined at the date 
of the shipment. He will buy from his banker in Australia credit 
in England for the required amount, and the bank draft which he 
remits to his creditor is the latter’s title to that credit. The equiva- 
lent amount in sterling is paid to him on his presenting the draft 
to the bank in London on which it is drawn. 

In these transactions the element of foreign exchange will enter. 
The debtor in Australia on whom £100 sterling is drawn by his 
creditor in London will be required to pay approximately £125 in 
Australian currency. This is puzzling to many, not only to students, 
but also to business men, many of whom have a hazy idea that the 
bank, or someone else, not readily identifiable, profits to the extent 
of £25 or thereabouts. The explanation is that the pound sterling 
is not the same thing as the Australian pound. Confusion mainly 
arises from both the Australian and English currency being known 
as “pounds.” If the Australian monetary unit were known by some 
other name, say an “Austral,” most of the confusion would dis- 
appear. Our pound is equivalent to only sixteen shillings in English 
currency. The sovereign in both countries has the same quantity 
of pure gold, and when gold was obtainable from either the Bank 
of England or the Commonwealth Bank in exchange for notes it 
was possible to preserve a very close agreement between the two 
values by shipping gold to adjust differences. Indeed, Australian 
currency was usually referred to as sterling, and the abbreviation 
“stg.” frequently appeared after the amount on cheques, bills of 
exchange, bank pay-in slips, etc. But now the conversion of Aus- 
tralian money into English sterling is a transmutation into another 
currency, quite as much as if the values were converted into dollars, 
yen, or rupees. To prevent any confusion, figures in Australian 
currency sometimes appear with the letter A following the £ sign, 
thus £A25, in order to distinguish them from sterling. 

Readers will be familiar with the quotations of rates of Exchange 
on London which appear in the columns of the daily papers and in 
financial journals. A recent quotation is as follows :— 
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AUSTRALIA ON LONDON 
Australia £ per English £100 





Usance Buying Selling 
a a: = 2 a 8 £125 10 0 
Demand 12413 9 125 8 9 
30 Days .. 124 7 6 125 6 3 
60 Days .. 124 2 6 im 3 9 
90 Days .. 12317 6 — 


We have said that £125 in Australian currency is equal to 
£100 in sterling or English currency. In the quotations al} that 
the bank will take as charges and interest is the difference between 
£125 and the figure quoted. 

A brief explanation of the above table may be of interest} par- 
ticularly to students. 


Buying.—This means that the bank will buy bills on London at 
the figures quoted. Thus, an exporter in Australia who wishes 
to draw on London to obtain payment for goods supplied, will 
present his bill of exchange to a bank, which will buy it from him 
at the price quoted. The longer the term of the bill the less he 
will receive, for the bank will lose its interest on the money from 
the date it purchases the bill to the date of the maturity of the 


bill. 
“A” in Australia wishes to draw £500 (English currency) 

on “L” in London. “A” prepares a draft for £500 (stg.) at 30 
days’ sight. The bank buys the draft from him paying quoted 
rate, £124/7/6 per £100, that is, £621/17/6 (Australian cur- 
rency). This draft is presented by the bank in London (to;whom 
it is forwarded by the bank in Australia) to “L” for payment! 

Selling—This means that the Bank will sell drafts on London 
at the figure quoted. Thus, an importer in Australia who ‘wishes 
to transmit money in payment of goods supplied to him will pur- 
chase a bank draft at the price quoted. The longer the term of 
the draft the less he will be required to pay, for the bank will be 
able to earn interest on the money from the date of purchase until 
the date when on maturity it is presented for payment in London. 


Example 

“A” in Australia wishes to remit the equivalent of £500 (Aus- 
tralian currency) to “L” in London. The bank sells him a sight 
draft for £398/12/1 (sterling), the equivalent of £500 (Aus- 
tralian currency) calculated at the rate quoted, viz., £125/8/9. 
“A” forwards the bank draft to “L,” who presents it at the bank 
named in the draft (or pays it into his own bank for collection) 
and receives £398/12/1 (sterling). 

Usance——The items in the first column denote time of pay- 
ment or the “term” of the bills. 

T.T.—This denotes “Telegraphic Transfer,” and means that the 
transmission of money is effected by cabling. It is almost instan- 
taneous; the right to the funds changes hands as promptly as if 
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a person forwarded a cheque to a person resident in his own town. 
The cost of the cable must be paid by the person remitting or 
drawing. 

Demand.—Means that the draft must be honoured on its presen- 
tation, the time of which will depend on postal facilities. As 
between London and Australia this is regarded (in calculations of 
interest) as being 30 days or one month. 


30 Days.—This means that the due date of payment is thirty 
days (plus three days of grace) after sight, that is, after the bill has 
been submitted for acceptance to the person on whom it is drawn, 
and is equivalent to 60 days after transmission. 


60 Days and 90 Days mean that period (plus three days of 
grace) after the sighting of the draft by the person on whom it is 
drawn. 

Bills may now be sent to and from London by air mail service. 
An On Demand draft transmitted to London by this means will be 
presented for payment approximately fifteen days after transmis- 
sion; if it is a 30 days’ draft, the period will be 45 days, and so on. 
Bankers on request will quote buying rates for these terms but 
they can be reckoned approximately from the published rates. 
The rate for a 30 days’ bill to be sent by air mail would be about 
midway between the rates charged for on demand bills and 30 
days’ bills sent by the ordinary mail service, and so on. 

It has been mentioned that the variation in rates for bills of 
different terms or usances is due to the inclusion of interest and 
bank charges in calculations. The buying rate includes a small 
percentage to cover commission and provision for British stamp 
duties. Interest is based upon the Bank of England discount rate. 
The selling rates allow for interest based on the current rate on 
fixed deposits in Australia. Australian stamp duty is chargeable 
in addition to the rates quoted. On Demand bills require the same 
stamp duties as cheques; other bills bear duty ad valorem, that is, 
according to the amount. These stamp duties are levied by the 
several Australian States and are not uniform in amount, but an 
approximate figure is 2/- per £100. In practice, Australian banks 
are seldom requested by their clients to issue term bills on London 
owing to the cost of this Australia stamp duty. 

Quotations are also supplied by banks of the exchange rates 
“London on Australia,” that is, the rates at which they will buy and 
sell, in London, drafts on Australia. Basically, they are the same 
rates as for buying and selling drafts on London in Australia, but, 
of course, the position is reversed. Buying a draft on London in 
Australia is equivalent to selling a draft on Australia in London. 
In practice, there is a difference in the rates (other than those 
quoted for Telegraphic Transfer) as will be seen from the follow- 
ing quotation, published on the same date as that given above, 
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LONDON ON AUSTRALIA 
Australia £ per English £100 


Usance Buying Selling 
> aa —~ £125 0 0 
Demand .. £126 7 6 im is 
30 Days .. 12617 6 ~= 

60 Days .. 127 7 6 — 

90 Days .. 12717 6 — 


It will be seen that if a merchant in London draws on a debtor 
in Australia £126/17/6 Australian currency at thirty days after 
sight the bank will pay him for his draft £100 (sterling). But 
what actually happens, following the customary practice, will be 
shown in the following example :— 

“L” in London draws on “A” in Australia £400 (sterling) at 
thirty days. A clause is inserted in the draft to the effect that it 
is payable at the current rate in London for negotiating bills on 
Australia, plus colonial stamp duty. The Bank pays to “L” £400 
(sterling) and adds the amount of the exchange and charges when 
the draft is presented to the drawee in Australia, who would have 
to pay £508/1/- (assuming the applicable stamp duty in the State 
in which he resides is 11/-) made up as follows :— 


Original amount of draft in sterling .. £400 0 0 


Exchange @ £126/17/6 .. .. .. .. 10710 0 
rs as ae as: ok en ee 011 0 
Total (Australian currency) .. £508 1 0 


Should, however, a banker sell to the debtor in Australia a thirty 


days’ draft, in order that he may remit £100 sterling to his credi- 
tor, he must pay £125/6/3 (Australian currency). The reason 
for this apparent difference in rate is that when a bank in London 
buys a thirty days’ sight bill on Australia it pays out in London 
approximately sixty days before it receives in Australia and 
charges interest at bank overdraft rates. When the bank sells 
the draft to the debtor in Australia it receives the money sixty 
days before it pays out, and consequently allows for interest at 
fixed deposit rates. In each type of quotation the bank incorporates 
provision for interest on the funds involved. 


While the rate of exchange between London and Australia has 


been maintained for some years at 25 per cent., rates for bills of 
exchange have fluctuated slightly owing to variations in the Bank 
of England discount rate, the fixed deposit interest rate, and the 
bank overdraft interest rate. 


Where transactions between persons in different countries are 


numerous or involve large amounts the parties concerned should 
study the effect of the variation in rates according to the different 
terms of the bills, and, as far as possible, take advantage of the 
least expensive mode. What may be most advantageous in one 
case may not be so beneficial in another. If a trader in Melbourne 
who is operating on a bank overdraft has to remit money to 
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London it will usually pay him to defer remitting as late as possible, 
in other words to remit by telegraphic transfer, as the following 
example will show. We will assume that the amount to be remitted 
is £1,000 (sterling) payable on June 30, and that he is paying 
interest at 5 per cent. per annum on his bank overdraft. 


Telegraphic Transfer (June 30)— 


Purchase of Draft, £1,000 (stg.) @ £125/10/- .. .. .. .. £1,255 0 0 
OE ee eee 100 

£1,256 0 0 

On Demand (May 31)— 

Purchase of Draft, £1,000 (stg.) @ £125/8/9 .. .. .. .. £1,254 7 6 
Bank Overdraft Interest one month @ 5% on £1,254/7/6 .. 5 4 6 
ER ere ia ie caren ae a fe tae Gis Ee ee ek Ges 002 

£1,259 12 2 


Suppose, however, that a person in Australia desired to remit 
£100 (sterling), which he would require to draw from his Savings 
Bank account, bearing interest at 2 per cent. per annum, the position 
(taking same due date) would be :— 


Telegraphic Transfer (June 30)— 


Ee ee ee ee ee £125 10 0 
Se cs us ka aa tw SK Ge Be SS S8 100 

£126 10 0 

On Demand (May 31)— 

eB BS re er ee £125 8 9 
Savings Bank Interest lost, £125 @ 2%, one month .. .. 042 
EE thy Sao: WT Re yee EN vee er a ae ea 00 2 

£125 13 1 


In this example the person would gain no advantage by remitting 
by telegraphic transfer. 

In the above we have endeavoured to describe in simple terms 
the principles involved in foreign exchange, and how in ordinary 
mercantile transactions they are applied, avoiding reference to 
certain refinements in banking practice which do not materially 
affect the general procedure. 

We have dealt only with conversion from Australian to English 
currency and vice versa. No great differences of treatment arise 
with respect to conversions into other currencies, nor does banking 
practice introduce any special features. There is this difference, 
however, the Australian pound is “pegged” only in relation to 
sterling, and as foreign currencies fluctuate in value when measured 
in sterling, to a corresponding degree they will vary in terms of 
Australian currency. Therefore, rates of exchange on other 
countries are not so constant. 
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Legal Section 


Edited by G. L. MAYMAN, M.a., LL.B., B.COM., A.F.I.A. 


CHAMPERTY 


“Champerty” has been defined as “the unlawful maintenance of 
a suit in consideration of a bargain for part of the thing or some 
profit out of it.” Maintenance is the assistance given by a ~erson 
who has no legal interest in the subject-matter of the proceedings. 
More bluntly put, champerty is an agreement wherein the outside 
assistant obtains a share of the spoils. Such agreements have 
been held to be contrary to the policy of the law and as a conse- 
quence any obligations under such an agreement may be avoided 
by the parties thereto; it is also a criminal offence to maintain 
actions in this way. 

An interesting discussion appears in the Law Institute Journal 
of April last, wherein it is stated, inter alia :— 

“In re a Solicitor, Ex. p. the Law Society (1912) I K.B. 302, 
a solicitor who was party to the formation of a debt collecting 
company financed it and controlled its affairs with a view to using 
it as an adjunct to his business as a solicitor. The terms upon 
which he was proved to have conducted the proceedings in two 
actions were that he charged a certain commission on the amount 
recovered only, in addition to out-of-pocket expenses not recovered 
from the debtor. In unsuccessful cases neither the company nor 
the solicitor made any charge for out-of-pocket expenses. The 
solicitor endorsed on the writ of summons a claim for his costs, 
although by the terms upon which he conducted the proceedings the 
plaintiffs were not to pay him any professional charges. It was 
held that the terms upon which the solicitor conducted the actions 
amounted in law to champerty. This decision was applied in some- 
what similar circumstances by the Supreme Court of New South 
Wales in re Litchfield (1916) 16 S.R. (N.S.W.) 1. 

“It may be questioned whether any purpose is served by making 
illegal an agreement by a solicitor with a client to collect ordinary 
debts of trade by issue of legal process in petty sessions for a 
remuneration calculated as a percentage of the total amount 
recovered. Such an agreement, if made only in relation to debts 
to be collected without legal process, is valid. But if made in 
relation to legal proceedings, it has the consequences that the 
solicitor is liable criminally, that he cannot recover remuneration 
on the agreed basis, that, if he has agreed not to charge costs to 
his client and he issues a summons claiming the usual plaintiff's 
costs, his client cannot recover costs from the defendant, and that 
he may be liable to pay the costs of the defendant incurred in 
respect of the summons.” 


CHEQUES PAYABLE TO “CASH OR ORDER” 
In our February issue we gave at length an interesting decision 
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in the case of North and South Insurance Corporation Ltd. v. 
National Provincial Bank Ltd. 

The decision of Branson, J., was that a cheque marked as above 
was not a cheque within the meaning of the Bills of Exchange Act. 
This decision has evoked many comments and one very pertinent 
argument appears in the Manchester Guardian as follows :— 

“My readers will remember that in the case referred to a so- 
called cheque for £250 had been drawn on the National Provincial 
Bank and made payable to “Cash or Order.” The Bank had paid 
the cheque without endorsement and the claim was that the Bank 
ought to refund the money which it had paid away. The plaintiffs 
claimed that the document was an order cheque which should have 
been endorsed, whereas the contention of the Bank was that it 
could be treated as a bearer cheque, since Section 7, sub-section (3) 
of the Bills of Exchange Act (Section 12 of the Australian Act) 
allows to be so treated a cheque which is made payable to “a 
fictitious or non-existing person. 

“The Judge rejected both contentions. He held that the docu- 
ment in question was not a cheque at all; and in that way he dis- 
posed, to my mind rightly, of a thorny question which has been 
debated by bankers and by lawyers for many a day. He held also, 
however, that the Bank was not in any way liable, because in his 
view the document was simply a written mandate by the customer 
of the bank, and with that mandate the bank justifiably might 
comply. 


Banker's Duty 


“As I pointed out, the case decides simply that a banker will be 
protected if, without negligence, he pays such a so-called cheque 
with or without endorsement. I use advisedly, however, the words 
‘without negligence,’ for a long hie of decisions has established 
the rule that, whether he is dealing with cheques or not, a banker 
owes a duty to his customer to use reasonable care in operating his 
account. If, for instance, there was anything exceptional in the 
matter or anything to arouse the suspicions of a prudent man of 
affairs, a banker who paid such a so-called cheque without inquiry 
would find himself liable, in spite of the decision. 

“That point, at all events, is clear; but there also arises a ques- 
tion which the decision has left untouched. It is the question 
whether a banker would be justified in refusing to pay a document 
of the kind now under consideration, even though there were no 
surrounding circumstances which could arouse suspicion and the 
banker knew well enough that the customer genuinely desired 
him to comply with the mandate. This is the question which I 
have been asked to discuss, and it is by no means a purely academic 
one. 

“So-called cheques payable to ‘Cash or Order,’ ‘Wages or Order,’ 
or in analogous forms have been used comparatively often. Bankers, 
for obvious reasons, do not like them, and the Council of the 
Institute of Bankers has several times deprecated their use. And 
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the question is what position would arise if a banker, when} such 
a document was presented to him for payment, under cijcum- 
stances which gave rise to no legitimate suspicion, were to jcarry 
his dislike of the practice so far as to refuse to pay and w¢re to 
return the so-called cheque, as indeed one writer on banking has 
suggested he might as being ‘irregularly drawn.’ 

“The answer is that by doing so he might raise a legal prpblem 
as fundamental as any which the courts have discussed for] some 
time. And that problem is none other than that involved jn the 
question of what is the essential legal relationship betwpen a 
banker and his customer. According to the earlier text-booljs that 
question was easy to answer. They quoted the dicta of judges to 
the effect that ‘the relation of banker and customer is t 
debtor and creditor.’ 



















bearing its literal meaning. If it were true, a customer 
credit balance would be able to treat his banker simply as a 


that the banker legally could seek out his customer at an 


and anywhere, tender to him the amount of his balance, ani then 
dishonour outstanding cheques; and, conversely, it would) mean 
that the customer, without even the formality of drawing a dheque, 
could demand repayment of his money at any branch pf the 


not. 

“Obviously, such a position would be commercially im 
Yet I know of an elementary text-book on banking practice, | 
by a so-called teacher of commerce, which states the s 
position almost as badly as I have given it. If the legal josition 


the kind which we are considering would indeed be unfo 
He would owe the money to his customer, and he would be 
to pay it according to his customer’s directions. 
“Luckily, there is very good ground for believing that t 
legal position is different from that indicated. When it is 
to its origin the view expressed in the earlier text-books i 
to be based on certain dicta of the judges who decided case 


nevertheless a contract into which collateral terms are ny by 
considerations of commercial usage; and one of those c 

terms is that the banker is bound to pay only if demand for payment 
is made by the customer. 


F 
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A Point Never Argued 

“Unfortunately for our present purpose, the Court of Appeal did 
not say what form that demand must take. ‘Whether [the cus- 
tomer] must demand in writing,’ said one of the Lords Justices, 
‘it is not necessary now to determine.’ And it never has been 
determined; but it seems to me that it would be possible to argue 
that, since it has been determined that collateral terms may be 
imported into the contract between banker and customer, com- 
mercial convenience, without which the operation of the account 
might be very hazardous, requires that the banker should pay only 
when demand for payment has been made by a properly drawn 
cheque. 

“Should such an argument be upheld, the right of a banker to 
refuse payment of a document of the kind now under consideration 
would be clear. I must confess, however, that as yet the argument 
has never been before the courts; and to that extent the position 
is uncertain. In the meantime, it is as well to note that, while the 
existence of such an implied term is uncertain, bankers have it in 
their power to insert in their contracts an express term to the same 
effect, and that they can do, in the majority of cases, by the simple 
expedient of printing on the cheque-book issued to their customers 
a notice to the effect that they will only pay against cheques which 
are properly drawn.” 
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SALE AND REPOSSESSION OF LAND—JUDGMENT 
FOR BOTH PARTIES 


A judgment of the Chief Justice of Victoria in a dispute between 
a vendor and purchaser of land, which was given in April, bears 
the satisfactory complexion of justice being done to both sides. 
Briefly the facts were (as reported in the daily press) that the 
plantiff Hunt contracted to purchase in 1929 from the defendant 
Cook 233 acres of land for £4,500 payable by £100 deposit, 
£1,400 on or before July 1, 1929, and the balance in seven years, 
with interest. In May, 1935, after he had paid the deposit and 
£1,400 and taken possession, defendant rescinded the contract on 
account of Hunt’s default in interest payments. Following repos- 
session by Cook on June 4, Hunt demanded repayment of the 
£1,400, but this was refused, and Hunt now sued for that sum, 
claiming that it was not liable to forfeiture under the contract. 

Cook pleaded in defence that he was entitled to retain the £1,400 
until he could resell the property, or until the expiration of a 
reasonable time. He had not been able to resell the property, and 
he claimed that a reasonable time had not expired. He alleged that, 
whilst Hunt was in possession, he allowed the value of the property 
to depreciate from £4,500 to £2,700, and for this he counter- 
claimed the difference, £1,800. Also, he counterclaimed £350 
for breach of covenant to keep buildings, fences, plant and imple- 
ments in repair, and also sums on account of interest, municipal 
rates and fire insurance premiums. 
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The Chief Justice said there was no provision in the corttract 
for forfeiture of any sum other than the £100 deposit. Plairjtiff’s 
right of action in such a case at common law was for money 
received to the use of plaintiff, the condition for the purjhase 
money having wholly failed by reason of defendant having rppos- 
sessed the land. Such a claim was so well founded in principl¢ that 
even an express stipulation negativing the purchaser’s rig} t to 
recover would not prevail in equity. It was clear that neither of 
defendant’s contentions as to retention of the £1,400 covjd be 
upheld. The vendor, upon putting an end to the contract jander 
its conditions, appeared to be given two alternatives. The} first 
was to enter and take peaceable possession of the property freej from 
all rights and equities. The second alternative gave defendant the 
option to resell the properties by public auction or private coijtract. 
The vendor not only informed the purchaser he intended to fesell, 
but took active steps to do so, but without success. But in His 
Honour’s opinion neither the expression of intention nor the ¢fforts 
to resell affected the rights of the parties. Therefore he djd not 
have to consider what the rights would have been had defgndant 
in fact resold. A great deal of time was occupied at the trial with 
evidence directed to show neglect by plaintiff of fences, buildings 
and plant. Even if he were able to accept the evidence in /full it 
would be of very little assistance to him in assessing datnages, 
because, speaking generally, the fences, buildings and plan{ were 
old when purchased, and of unascertained value. The wholejof the 
evidence given for defendant on the subject of depreciation and 
neglect was so obviously exaggerated and reckless as to have little 
value. The values at the time of repossession given by deferdant’s 
witnesses he did not accept without qualification in some respects, 
particularly in connection with the homestead block and the jimple- 
ments on it. He had no doubt there had been a heavy falljin the 
value of the property. He assessed the damages for breach of con- 
tract as regards the land at £850, and as regarded the other prop- 
erty at £150. To this had to be added interest in arrears up to 
sale or giving possession, rates unpaid, and fire insurance premiums, 
totalling £439/17/3, or a total recoverable under the cpunter- 
claim of £1,439/17/3. He gave judgment for defendant for this 
amount, with costs, and on the claim he gave judgment for glaintiff 
for £1,400. | 


DEALING WITH TRUST FUNDS—BANKER'p 
RESPONSIBILITY 


The following extracts are taken from an article by S. [Evelyn 
Thomas which appeared in Branch Banking :— 
“Amongst the many risks run by a banker in the cours# of his 
daily business is that of becoming a party to a breach 9f trust 
committed by one of his customers, as the result of the misapplica- 
tion of trust funds deposted with the banker. 
“It has sometimes been suggested that, since the banker| cannot 
incur any liability on this ground unless he had notice} of the 
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fiduciary nature of the funds, he should safeguard himself by 
refraining from including any reference to a trust in the heading 
of the customer’s account. But this ostrich-like behaviour would in 
no way protect him. If the circumstances are such that the banker 
is deemed to have notice of the existence of a trust, he is bound 
not to allow the funds to be used in any manner that is obviously 
inconsistent with their fiduciary nature, and this is so even though 
the customer is induced to pass the whole of his transactions 
through a single private account headed with his name. Indeed, 
instead of the banker protecting himself by inducing his customer 
to use only one account, he would make his own position more diffi- 
cult, since it would be almost impossible for him to keep track of 
the various payments in and payments out. 

“Actually, the banker’s safest course is exactly the reverse of that 
mentioned above. Whenever he becomes aware that a customer 
is passing trust funds through his private account, he should point 
out to the customer the difficulties of the position and induce him to 
open a separate account for the trust moneys, heading this in such 
a way as to indicate clearly its fiduciary nature. 

“Although it is not usual in practice, a banker might sometimes 
save himself difficulties if, when a customer wanted to open more 
than one account, he were to enquire whether any one of the 
accounts was to be used for trust funds. Often the customer merely 
requires separate accounts for his own convenience, but in other 
cases it would be found that one of them was to be used for 
funds to which the customer was not beneficially entitled, in which 
case it ought to be headed accordingly. In the case of solicitors, of 
course, the ‘clients’ money’ account must be kept separate and 
clearly indicated as such. [This is not compulsory in all States of 
Australia.—Ed. | 

“Even if the banker does not make these enquiries when the 
accounts are first opened, he ought to watch the nature of the 
business on the different accounts, and, if it appears that one is 
being used for trust purposes, the banker should discreetly enquire 
whether this is in fact the case. If it is, he should endeavour to 
obtain some information as to the nature of the trust and should 
obtain permission to head the account accordingly. 

“By ‘trust atcount’ we do not mean only those accounts that are 
opened by trustees who have been appointed under a formal deed 
trust. An account of that kind must, of course, be conducted with 
due regard to the precautions discussed here, and in addition, the 
banker must be careful to ensure that the provisions of the Trustee 
Act, regulating the powers and duties of trustees, are stringently 
observed. Moreover, the existence of a formal deed of trust 
provides the banker with definite evidence of the trustee’s powers 
and duties and sets the standard for his conduct of trust affairs. 

“We are concerned here, however, just as much with those 
informal positions of trust that are commonly held by customers. 
One customer may be a treasurer for a tennis club; another may 
be the organiser of some local charity. These and similar offices 
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are commonly bestowed on private individuals without any forjnal- 
ity whatever, and usually without any express provisions as to 
their duties. Strictly, of course, persons appointed in this mahner 
are just as much trustees as are those appointed under a Trust 
Deed, and their powers are equally restricted by the Trustee} Act 
and other legislation, but in practice they are allowed a greatjdeal 
more latitude. The most that a banker can usually do in siper- 
vising the conduct of an account opened for such purposes js to 
gather as much information as possible from his customer as to 
the nature of his office and the duties imposed on him, and/then 
endeavour to prevent his customer from mixing the trust mdneys 
with his own, or from committing any glaring misapplication df the 
trust funds.” | 


TESTATOR’S FAMILY MAINTENANCE 


Applications under the Testator’s Family Maintenance Ajct of 
New South Wales by the widow and only son (an infant) of the 
late Mr. Edgar Benjamin Driver were disposed of by the Sujpreme 
Court of New South Wales during April. 

Mr. Driver, a grazier, of Dubbo, over 60 years of age, died in 
1934, leaving surviving him a widow and son now aged 26 and 
3 years respectively. His estate was sworn for probate at £2#,309, 
which sum was increased to £27,000 by the Commissiong¢r for 
Stamp Duties. The assets in the estate consist of a partnfrship 
interest in a meat business, mortgage investments, and debt due. 
After his marriage Mr. Driver had purchased a residerie in 
Macquarie Street, Dubbo, for £1,750, and at the date of hisjdeath 
£823 was owing thereon to the Savings Bank. By his wil Mr. 
Driver gave his widow one-third of the income from his! trust 
estate, but so that she should receive £250 per annum for lif¢, con- 
ditional upon her maintaining and educating his infant son.} The 
remaining two-thirds of income he gave in equal shares fo his 
four sisters during their lives. The corpus of the estate h¢ gave 
to his son conditional upon him attaining 21 years, and if he qid not 
attain that age, then on trust for testator’s brothers as tenants in 
common. In addition to the annuity given to his widow, t¢stator 
directed that she should take, with her surviving sisters-in-law, 
the share of income of any sister who died. 

The Court ordered that the executors should pay off the debt 
on the residence at Dubbo and transfer the property tq Mrs. 
Driver, and also pay her a legacy amounting to the difference 
between £1,750 and the amount necessary to discharge the mort- 
gage. In lieu of the share of income given to her under tHe will, 
the executors to pay her, during widowhood, £8 per wee, com- 
puted from the date of testator’s death, and £4 per week for the 
maintenance of her infant son until he attained 21 years. {In the 
event of remarrying, then she shall receive £6 per week during the 
rest of her life and £6 per week for maintaining and educatjng her 
son. Should she predecease her son before he attained 2] years, 
or should he cease to reside with her, the trustees were directed 
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to apply for the son’s maintenance and education £312 per 
annum, and to accumulate for his benefit any income not needed for 
the purposes of the will or order. 





Commonwealth Institute of 
Accountants 


Admissions and Advancements 


The following Admissions to membership and Advancements in 
status have been made in the various States named :— 


Queensland 

Advancement to Associate: 

Mr. K. W. West. 
Admission as Licentiate: 

Mr. F. E. Fritsch. 

New South Wales 

Advancement to Associate: 

Mr. W. A. Jacques. 

Victoria 

Advancement to Fellow: 

Mr. G. E. Fitzgerald. 


Advancement to Associate: 
Messrs. S. Johnston, C. A. Reid, W. M. Powell. 


Admission as Licentiate: 
Mr. A. J. Kent. 


Victorian Division 


At the meeting of the Victorian Divisional Council held on 
Tuesday, April 28, 1936, the Chairman welcomed Colonel G. I. 
Stevenson as a new member of the Council, and Mr. J. F. L. Gibbs 
as a representative of the Ballarat Branch. 

Four advancements in status, and one admission to membership 
were authorised, as set out elsewhere in this issue. 


Uniform Taxation Bills 
It was decided to ask the Committee which prepared the evidence 
for submission to the Royal Commission on Taxation to consider 
the provisions of the new Federal and State Taxation Bills. 


Post-Graduate Studies 

The Council approved of the holding of a further course in post- 
graduate studies, and authorised the Educational Committee to 
proceed with the necessary arrangements. The Committee met on 
Friday, May 1, and decided upon a course of nine lectures on 
“Accounting for Management Purposes.” These lectures will 
supplement the course of Cost Accounting, Part 1, delivered last 
year, and embrace other aspects of managerial accountancy of an 
advanced nature. The first three lectures on Monday, July 6, 13 
and 20 will be delivered by Mr. A. A. Fitzgerald, B.com., F.1.c.A. 




















1936 THE AUSTRALIAN ACCOUNTANT 
Mr. L. A. Schumer, .1.c.a., will present the second three} on 
Monday, July 27, August 3 and 10. The final three lectures Will 
be given by Mr. M. V. Anderson, F.1.c.a., on Monday, August 
17, 24 and 31. Further details of the course will be supplied to 
members by circular. 
Luncheons 
Now that the Congress is over, the monthly luncheons arrarjged 
by the Division will be resumed. As these luncheons have provided 
an excellent means of bringing members together, it is hoped [hat 
the very good attendances will be maintained. The next luncljeon 
will be held early in June. 
Library 
The following new books have been added to the library of the 
Division :— 
Legal Responsibilities and Rights of Public Account4nis. 
W. D. Rich (1935). 
Auditing Procedure. W. B. Castenholz (Ed.) (1934). 
Auditing Procedure—Practical Solutions. W. B. Castenholz. 
Modern Secretarial Knowledge. F. W. Perks (2nd jEd., 
1935). 
The Law Relating to Banker and Customer in Austfalia. 
F. A. A. Russell (3rd Ed., 1935). 
Company Prospectuses. H. M. Shurlock (1935). 
Australian Commercial Law and Principles. G. L. Mayman 
(3rd Ed., 1935). 
Commonwealth Acts (1935). 
The Australian Digest 1825-1933, Vol. 7 (1935). 
The Australian Digest 4825-1933, Vol. 8 (1936). 
Argus Law Reports (1935). 
Australasian Annual Digest 1935. W. J. Dignam (Ed.}. 
Digest of English Case Law. Mews (1935). 
The Economic Record. D.B. Copland (Dec., 1935). 
Official Year Book of the Commonwealth of Australia (135). 
Presentation to Mr. R. H. Shackell 
As a mark of their esteem, members of the Victorian Divifional 
Council presented Mr. R. H. Shackell with a leather armchpir at 
the Institute Rooms on Monday, May 4. In making the prefenta- 
tion the State President, Mr. A. A. Fitzgerald, referred jo the 
extremely valuable services rendered by Mr. Shackel! tp the 
Institute over a great number of years. He also referred jo the 
high personal regard with which Mr. Shackell was held by/every 
member of the Council. As a token of their respect, they would 
ask him to accept the chair, and wished him a long life to enjoy its 
comforts. In accepting the gift, Mr. Shackell expressed hif deep 
appreciation of the gesture of good fellowship on the part jof his 
former colleagues on the Council. The Registrar and Assjstant- 
Registrar later presented Mr. Shackell with a reading lamp to 
accompany the chair, in appreciation of the many courtesies 
extended to them. 
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New South Wales Division 


ELECTION OF OFFICERS 
At a meeting of the New South Wales Divisional Council of the 
Commonwealth Institute of Accountants, held on March 31, the 
following officers were elected for the ensuing year :— 
State President: Mr. S. W. Griffith, F.1.c.a. 
State Vice-President: Mr. W. H. Higman, F.1.c.a. 
State Hon. Treasurer: Mr. W. A. Allsop, F.1.c.A. 
Applications Committee : 
. — W. H. Higman, W. T. MacBride, H. J. Trist and E. E. 
rooks. 


Finance Committee: 
Messrs. W. Allsop, E. E. Brooks and R. D. Bogan. 


House and Entertainments Committee: 
Messrs. E. E. Brooks, A. J. R. Parsons, J. W. Newington and 
W. H. Bayley. 


Parliamentary and Laws Committee: 
Messrs. R. D. Bogan, W. T. MacBride, A. J. R. Parsons, 
W. H. Bayley and J. L. Zillman. 


Library Committee : 
Messrs. E. E. Brooks, J. L. Zillman, J. W. Newington and O. W. 
Gustafson. 
EXAMINATIONS 
The State Registrar was authorised to arrange a roster of pre- 
siding officers and assistants, and to appoint lady supervisors as 
required, for the forthcoming examinations. 


POST-GRADUATE STUDIES 


It was resolved that a Group Committee be formed for the pur- 
pose of considering Income Tax as a Post-Graduate subject. 


AUSTRALASIAN CONGRESS ON ACCOUNTING 
Messrs. E. E. Brooks, F.1.c.a., and H. J. Trist, F.1.c.a., formally 
reported having attended the Congress, and referred to the acme 
of organisation and unqualified success of the venture. Apprecia- 
tion was expressed of the hospitality extended to the visiting 
accountants by the Congress Committee during their stay in Mel- 


bourne. 
AUDITOR 


Councillors learned with sincere regret of the illness of the 
N.S.W. Divisional Auditor, Mr. G. R. Smith, F.1.c.a., and resolved 
that a letter of sympathy be sent to him expressing the hope of his 
speedy and complete restoration to health. 


JUBILEE OF THE INSTITUTE 


The Institute has entered upon its 50th year, and the Jubilee 
celebrations will be held in Sydney early next year. 
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Western Australian Division 


ANNUAL REPORT 


The Annual Report of the Divisional Council was presented at 
the Annual Meeting, held on March 9, 1936. 
Features of the Report are as follow :— 


Membership.—The membership of the Division now amounts 
to 359, an increase of 8 members during the year. 


Examinations.—The very low percentage obtained by Final qan- 
didates in Advanced Accountancy has occasioned the Council 
serious concern, and steps are being taken thoroughly to investigate 
the matter. 


Library.—No large additions have been made during the year, 
but the Council is watching developments in the other States’ 
libraries, and is always open to receive from members esti 
for suitable additions. 


Post-Graduate Courses——Three Groups were formed, under} the 
leadership of Messrs. Halvorsen (Taxation), Hendry (Cost 
Accounting), and Rushton (Budgetary Control). The Groups 
received good support from members of the Institute and of ojher 
Institutes. No thesis was submitted, but the Group Leaders 
emphasise the value of these Post-Graduate studies, and look for- 
ward to increased activities in 1936. The Taxation Group sub- 
mitted a report on Financial Emergency Taxation and Hospital 
Taxation, which was published in the December, 1935, issue of 
The Commonwealth Journal.of Accountancy. 


Companies Act—The Institute took part in a conferencé of 
various interested bodies called to consider the advisability of a 
new Companies Act. 

After numerous meetings, the Council recommended that the 
present Act should be amended in several respects, rather than 
introduce a new Act, similar to that of South Australia, until rnore 
experience had been gained in the operation of that legislation, 
which appeared to contain many cumbersome statistical require- 
ments. 





Tasmanian Division 


The usual monthly meeting of the Tasmanian Divisional Council 
was held on April 6, 1936. Mr. D. M. Spotswood, State President, 
was in the chair. A considerable amount of domestic business was 
dealt with, including the quarterly Financial Statements. 

Mr. H. H. Cummins, representative on General Council, re- 
ported on the meeting held in Melbourne on March 23 and foilow- 
ing days. 

The various matters of interest covered by his report were :— 
Examinations, including the Preliminary; Post-Graduate Studies: 
In this connection it is interesting to note that New South Wales 
Division will have a Group on Income Tax, with Mr. J. A. L. 
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Gunn’s assistance, notes of which will be available to other Divi- 
sions. The arrangements for the Jubilee in 1937 were also reported. 

Congratulations were extended to Mr. H. H. Cummins on his 
election as a Vice-President of the Institute. 


South Australian Division 
POST-GRADUATE STUDIES 


The following points will be embraced in a report to be presented 
to the Council of the Commonwealth Institute of Accountants 
concerning Post-Graduate Studies :— 

(1) The studies in Federal Taxation have been discontinued 
pending the passing of the Federal and State “Uniform” 
Bills. 

(2) The cost accounting group under the leadership of Mr. 
B. C. Newland, of General Motors-Holdens Ltd., has 
held monthly meetings where problems have been dis- 
cussed and reading preparatory to the next meeting has 
been set. These meetings have been attended by twelve 
students at the rooms of the Institute. 

(3) Observations— 

(a) It has been found that the best results accrue from 
studies in a group which includes an expert on the 
subject studied. 

(b) Insufficient interest has been shown to justify a 
charge for attendance or payment to lecturers. 

(c) A series of lectures receives better attendance than 
a study group, as only a few students are prepared to 
undertake intensive reading. 

(d) The information imparted in lectures on general prin- 
ciples is insufficient for examination purposes, and 
detailed study is essential. Lectures should be con- 
fined to special features of subjects not covered by 
general study. 

(4) It is proposed that after a period of eighteen months to 
two ,years the General Council should award prizes for 
essays on accounting subjects with the object of stimulat- 
ing a continuity of interest among members. 


Address by the State President, Mr. A. R. Burnell, F.1.c.A., 
at the Annual General Meeting of Members of the Division 


I wish to express my thanks to the members of the Council 
for the way they have carried out their duties during the year. 
Recognizing my limitations, I hesitated before accepting the honour 
of the Presidency of this Division of the Institute, but I have been 
conscious of the goodwill of all the members of the Council and 
the occupancy of the position has proved a pleasure because of their 
consideration. 
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I assure you, gentlemen, the members of the Council merit your 
thanks for the interest in, and careful consideration of, the affairs 
of the Institute. 

In reviewing the events of the past year as affecting the Institute, 
I feel that the period has been one of progress and that we have 
justified our existence. The accountancy profession is held in good 
repute in this State, and our own Institute has done its part in this 
respect. 

One of the outstanding features of the year was the visit of Mr. 
L. A. Schumer, of Melbourne, to lecture to us on cost accountancy, 
The lectures were well attended and great benefit was derived by 
those attending. The lectures themselves were not the only bene- 
fit arising from this visit, as I am sure the good fellowship existing 
between the various Institutes was extended by the meeting to- 
gether on that occassion, and the invitations issued by this Institute 
were appreciated. 

In view of the high repute in which accountants are held by 
the public generally, I feel that possibily we do not take sufficient 
part in public affairs. The treatment meted out to some of those 
conscientiously trying to do something for the country is apt to 
increase our reluctance to offer our services. Possibly, the position 
would not be so uninviting if the offer of our services was made 
by Institutes instead of individuals. For instance, this Institute 
might intimate to the Government that, as a body, we were willing 
to assist the Government in advising, or investigating anything 
within the scope of our profession. 

In reviewing the trend of affairs generally, it is pleasing to note 
some progress on the way back to good times. Without doubt, we 
in South Australia are better off than we were twelve months ago, 
employment has increased, and money is circulating more freely 
than was the case. 

In spite of the abuse heaped on our monetary system it appears 
sufficiently robust to support the return to prosperity. We 
accountants are, as a rule, conservative, but do not condemn a 
policy or theory simply because it is new. So far no new monetary 
system has been brought forward that will stand expert examina- 
tion. Our present system is workable, and we cannot afford to 
introduce any other until we are convinced that it will be an 
improvement. Theories frequently collapse under practical con- 
ditions. The prime necessity of a monetary system is the confidence 
of those using it, and no new system has been suggested that 
commands the confidence of the majority. 

Improvements will come about by evolution; a revolutionary 
change in the monetary system is foredoomed to failure. Whereas, 
with some new things we are prepared to give them a trial to see 
if they will work, the same attitude in respect to a monetary system 
would certainly prove fatal to it. One cannot have confidence in 
the unknown and untried. 

I am definitely of the opinion that credit has been extended 
beyond the bounds of safety and commonsense. It is unsound to 
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consume to-day goods that will absorb to-morrow’s earnings. The 
only sound basis for giving and receiving credit is in those cases 
where the article purchased will, at least, last as long as the time 
taken to earn the cost of it. 

There is ample evidence that in the desire to increase turnover to 
former levels, the deferred payment system is being operated with 
as great vigour as formerly. This practice is not confined to 
individuals: Governments pursue the same course, and are, I 
think, perhaps, responsible for its widespread adoption by the 
people. In so far as Governments fail to pay for things consumed 
they are robbing future generations. Items overlooked more fre- 
quently than others are depreciation and obsolescence. We should 
now be providing for the obsolescence of our railways, otherwise, 
in the course of a few years posterity will be saddled with the 
cost, and have an obsolete system on their hands. 

I am afraid the practice is growing of political parties bidding 
for votes with promises that are impossible of fulfilment. Promises 
are given to proceed with works that are uneconomical and which 
increase the public debt. It appears as if the party that promises 
most for the immediate present is most successful at elections. 

The various Governments must take some share of the blame for 
diminished respect for contracts. Our State Government still 
adheres to its policy, depriving mortgagees of their just rights, 
by maintaining claims for drought relief in priority to mortgages 
which were registered in some cases years before the relief was 
granted. This, notwithstanding the fact that the Real Property 
Act gave priority in order of registration. 

In my opinion the world is suffering from the fact that the 
primary producer is not, generally speaking, obtaining his legiti- 
mate share of the world’s wealth. This is possibly owing to lack of 
organisation. Processing, distribution and capital are organised 
and are able to demand their quota. The tariffs are not designed 
to protect the primary producer, who must rely on his own 
resources. 

Trade unions in the main consist of workers in secondary indus- 
tries and the secondary industries are bolstered up to comply with 
the demands of unions. The cost of distribution in some cases is 
unduly highs an example of this was recently apparent in the 
milk trouble: when producers obtain 4d. per gallon for milk, and 
distributors 2/-, it looks as if the distribution is costing too much 
and an improved system is needed. 

As regard the future, there is no better country in the world than 
our own, and although we are dependent to a large extent on the 
rest of the world, I believe that by a rearrangement of our 
economic system we could atttain to a high standard of living with 
enough for all. We cannot arrive at this state of affairs until we 
give greater consideration to others. We are all too intent on 
playing our own hands. It is now generally conceded that one 
distressed nation militates against the welfare of the whole world, 
and I believe it is so with individuals in a community. We have 
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not yet recognized the fact that to help ourselves to prosperity we 
must carry the weaker ones along with us. 

One of our economists stated some time ago that it was harm- 
ful to the community for anyone to carry on a business without 
making a reasonable profit. I do not think we are desirous that 
the other fellow shall make a profit: our attitude is rather that we 
do not mind the other fellow making a profit as long as we can 
make a bigger one. I cannot help thinking that in business matters 
we do not display the same generous qualities that are apparent in 
our sport. 

As in law we are governed largely by precedent, so in business 
we conduct ourselves in accordance with precedent, but perhaps, 
this has not brought us to the highest possible plane on which to 
transact our affairs. 

For instance a man might manufacture an article and sell it at 
500 per cent. profit, and if he can continue to do so we applaud 
him as a smart business man and wish we could do likewise: he 
is a shining light in the business world. Are we worshipping at 
the wrong shrine? We give the 500 per cent. profit man more 
applause and yield him 1,000 times more return for his labour than 
we do conscientious workers in other spheres. 

From investigations made in England and also in this country 
the opinion has been formed that men on the basic wage cannot 
purchase a home with costs as they are. The resulting position 
is that the basic wage earner either has to rent an inferior dwelling 
or purchase a home on payments frequently beyond his ability to 
maintain. 

Private enterprise will not. erect suitable dwellings, as there is 
no profit in investing along these lines, and Government provision 
of homes to let to tenants invariably results in loss and is most 
unsatisfactory. 

Either the cost of a home is too great, or interest rates for 
money utilised to finance homes is too high, or the minimum wage 
too low. We will never have a contented working class until 
they are adequately housed. I am convinced there is a solution, 
and equally convinced that that solution is not the erection of homes 
by the Government. 

If our present economic and monetary systems are to stand we 
must remove some of the anomalies that occur. 

In dealing with our own affairs we stress the fact that the 
labourer is worthy of his hire and I am afraid sometimes lose sight 
of this fact when we are the hirers. I think the reward for labour 
is not always equitable. Everyone should receive a return in 
proportion to the value of his services to the community and any- 
thing in excess of this means that someone will be underpaid. I 
think that high salaries and professional fees sometimes absorb more 
than a just share of the community income. 

The nearer we get to a just distribution of the national income 
the more lasting will be our economic system. It is an undoubted 
fact that there is a surplus of goods in the world and machinery 
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available to manufacture more than can be consumed, and it is also 
a fact that with machinery man can accomplish more work than ever 
before, and in spite of this the manual labourer is receiving less 
than he was a few years ago and some are receiving nothing in 
wages. 

We hear from time to time of produce being destroyed because 
of a glut. The needy ask why they should go without, when these 
surpluses are being destroyed, and conclude there is a conspiracy 
to keep them in want, and sooner or later they will demand the right 
to try to manage things better themselves. 

We see evidence in other countries of old orders crashing and 
experiments being made with new systems, which in many cases 
are inferior; and the disruption caused by the change-over leaves 
a trail of misery in its wake. 

With these examples before us we will be lacking in intelligence 
if we drift on to the same rocks, without making strenuous efforts 
to level off some of the inequalities in our own system. 

The obligation to do the right thing is greater with the educated 
than it is with the less educated. The era of privilege owing to 
birth has passed, and the era of the privilege of wealth is passing. 
We must see that these are not followed by an era wherein the 
ignorant and unscrupulous control the country; and the best way 
to avoid this is to place in power those who are educated and 
intelligent and who will seek the welfare of the community as a 
whole. 


Federal Institute of Accountants 
Executive Meeting 


The undermentioned Admissions and Advancements were dealt 
with at a meeting of the Executive Committee held on April 29, 
1936 :-— 


First Applications: 

South Australia: Messrs. C. M. Allert, W. E. Almond, A. H. Amoore, 
D. Benton, J. F. M. Brooker, F. G. Buchanan, V. G. Burrow, 
D. W. Calder, F. C. W. Dobbie, A. L. Ellis, G. A. Farquhar, 
M. A. Foale, R. R. Forgan, R. A. G. Frost, M. O. Gellert, J. A. 
Graves, J. C. Haines, F. W. Hill, J. A. J. Horsell, A. L. Ireland, 
G. L. Jenkins, K. Keightley. D. J. Kelly, B. C. Kemp, B. K. 
Kenihan, J. B. Langdon, C. Lawson, B. A. Lewis, D. W. Marlin, 
S. R. Marshall, M. E. Matthews, H. Middleton, J. F. Milson, 
R. C. R. Munro, D. H. McDonald, K. D. McDonald, J B. Norman, 
R. D. Niehuus, L. W. Prime, M. C. Purdie, K. Quarrell, G. B. 
Rinder, A. M. Roache, R. L. Seppelt, J. W. Shield, G. M. Smith, 
B. A. Steen, N. G. Steer, J. E. C. Stephens, G. C. Stinton, F. S. 
Sweet, Miss B. O. Tilley, R. H. Trembath, S. A. Truman, W. 
G. K. Walton, G. C. Webb, A. A. Weir, A. A. Weiss, R. N. 
Wiesse, Miss P. Wells, R. S. Williams. 
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Western Australia: Messrs. F. C. Beard, K. Backhouse, J. D. Blox- 
some, Miss E. Buxton, L. G. Cox, I. Davidson, P. J. Cross, 
G. Deas, Miss J. M. Davies, R. T. Duke, R. G. Fox, A. Galloway, 
A. Gordon, T. W. Grimshaw, S. Higham, Miss R. I. Hollett, 
W. Jeffries, Miss B. Jones, J. R. Jones, F. N. Jones, M. J. 
Lawrence, B. E. Long, J. C. Lyons, G. E. Mills, J. C. Mitchell, 
M. Morris, K. McLeod, T. H. Palmer, J. L. Paterson, E. G. 
Peters, G. T. Roberts, H. J. Ryan, G. Samuel, Miss J. R. Scally, 
P. Scandrett, J. Sherwood, G. B. Stainthorpe, C. Stevenson, 
A. A. E. Stewart, D. J. Sundercombe, W. Turner, C. M. Walker, 
F. W. Walker, K. G. Waters, A. P. Walters, T. H. Harris, 
T. L. Haseldean, T. St. J. Kennedy, J. M Scrymgeour 


Tasmania: Messrs. D. H. Batchelor, K. C. Bower, M. J. Craske, 
R. V. Creese, J. G. Dulling, E. H. Grey, D. W. Hill, G. G. 
Hudson, J. G. Lennox, A. D. McDonald, J. G. McKenzie, H. J. 
Shrosbree, J. L. Steer, K. B. Wilson. 


Advancement to Associateship: 


Queensland: Messrs. J. C. Anderson, G. B. Black, J. Burrows, P. D. 
Davies, J. Davis, L. A. Davis, A. E. Fritsch, G. Grant-Thomson, 
D. Lynch, J. T. McGuckin, J. A. Parminter, N. C. Tritton. 


South Australia: Messrs. H. C. Matthews, R. O. Harris, 


Advancement to Fellowship: 
Queensland: Messrs. E. A. Rowe, G. F. N. Hando. 


Western Australian Division 


ANNUAL GENERAL MEETING 


The Annual Meeting of the Western Australian Division of the 
Federal Institute of Accountants was held in the Karrakatta Club 
Ballroom on February 17. 

The Chairman of the State Board, Mr. G. L. Brodrick, was in 
the chair, and about 130 members were present. An apology for 
his unavoidable absence was received from Mr. J. K. Olsen, 
F.F.I.A., one of the members of the State Board. 

The Chairman, in moving the adoption of the Report and 
Statement of Accounts at December 31, 1935, referred to the 
continued growth of the Division, and the desire of the Board to 
promote the interests, not only of members of the Division, but of 
the Accounting profession generally. 

There being no nominations received for the positions of Audi- 
tors and members of the State Board of Advice other than the 
retiring office-holders, the Chairman declared the latter duly 
elected, viz—Auditor: Mr. H. W. Taylor. State Board: Messrs. 
E. M. Barker, G. H. Carlisle, A. F. Stowe. 

There being no further business, the Chairman declared the 
meeting closed, and an adjournment was made to the ballroom 
for the Annual Smoke Social, which followed. 


ANNUAL REPORT 
Features of the Report of the State Board for the year 1935 
are :— 
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Membership.—The membership of the Division is now 512, an 
increase of 44 during the year. 


Educational Classes ——Thanks are expressed to Professors Beas- 
ley and Cameron, and Dr. J. S. Battye, who kindly prepared and 
delivered addresses to the Educational Classes. 


Obituary —With regret the deaths of three members of the 
Division, Messrs. A. H. Bruce, F. C. Major and F. W. William- 


son, are reported. 


Examinations—The total number of entries for the examina- 
tions in 1935 was 879, and the State Board has been extremely 
gratified by the high type of student, one of whom, Mr. J. J. Col- 
lingwood, obtained first place in the Commonwealth in the full 
Final Examination in May, 1935. 


ANNUAL SMOKE SOCIAL 


The Smoke Social, which followed immediately after the Annual 
General Meeting terminated, was attended by about 140 members 
and the following visitors :—Professors Cameron and A. Beasley, 
of the University of Western Australia; Mr. S. J. McGibbon, 
Institute of Chartered Accountants in Australia; Mr. Kruse, 
Australasian Institute of Secretaries; Mr. C. H. Evans, Com- 
monwealth Institute of Accountants; Messrs. H. B. Halvorsen 
and M. D. Easton, Australian Association of Accountants; Messrs. 
H. L. Thompson and R. H. Stowe, Institute of Incorporated Secre- 
taries; Messrs. J. B. Hanson and A. Martin, Bankruptcy Trus- 
tees Association. 

The following Toast List was honoured :— 


The King.—The Chairman, Mr. G. L. Brodrick. 


The Visitors, coupled with the names of Professors Beasley and 
Cameron.—Mr. R. Calder Crowther, who took the opportunity 
to thank these two gentlemen for the trouble they had both taken 
in preparing lectures for members of the Division during the year. 
Both gentlemen duly responded. 


Kindred Associations.—Mr. E. M. Barker, responded to by Mr. 
S. J. McGibbon. 

Federal Institute of Accountants——Mr. H. P. Clarke. responded 
to by Messrs. Stowe and Fox. 


The health of the Chairman, Mr. G. L. Brodrick, having been 
honoured, the meeting dispersed about 10.30 p.m. 





